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DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATIONS, 1956 


TUESDAY, MAY 24, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEH ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room F-82, 
the Capitol, Hon. Spessard L. Holland (chairman of the subcommittee) 
presiding. 

Present: Senators Holland, Hayden, Smith, Bridges, and Potter. 

Also present: Senator Dworshak. 


DEPARTMENT OF COMMERCE 
RESTORATIONS REQUESTED 


STATEMENTS OF SINCLAIR WEEKS, SECRETARY; WALTER 
WILLIAMS, UNDER SECRETARY; LOUIS S. ROTHSCHILD, UNDER 
SECRETARY FOR TRANSPORTATION; MARSHALL W. SMITH, 
DEPUTY ASSISTANT SECRETARY FOR INTERNATIONAL AFFAIRS ; 
LOTHAIR TEETOR, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS; GEORGE T. MOORE, ASSISTANT SECRETARY OF 
COMMERCE; AND OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER, DEPARTMENT OF COMMERCE 


STATEMENT BY CHAIRMAN 


Senator HoLLtanp. The subcommittee will please come to order. 

This morning in opening the hearings on the Department of Com- 
merce and related agencies appropriations bill for 1956, we have as 
our principal witness the Secretary of Commerce, the Honorable 
Sinclair Weeks. 

Items for the Department of Commerce are covered in the first title 
of the House bill, which also includes the Civil Aeronautics Board, an 
independent agency. 

For the Department as a whole, the House committee allowed 
$1,059,660,000 which is $221,015,000 less than the 1956 estimates of 
$1,280,675,000. 

These estimates were $202,719,254 more than the appropriations for 
fiscal year 1955, which were $1,077,955,746. 

The House allowance is $18,295,746 less than the 1955 total. 


SUMMARY TABLES AND JUSTIFICATIONS 


At this point I place in the record the summary tables from the 
Department justifications. 
(The documents referred to follow:) 
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Summary of requirements 


Appropriation, 1955 (regular bill) ; $792, 245, 000 
Appropriation, 1955 (Supplemental Ap- 
propriation Act, 1955) 134, 775, 746 
Appropriation, 1955 (Second Supplemental 
Appropriation Act, 1955) 150, 745, 000 
Add transfers from savings to cover fringe 
benefits. . ; 190, 000 
$1, 077, 955, 746 
Deduct $1, 077, 955, 746 
Office of the Secretary: Transfers for 
organization and management sur- 
veys ‘ 
Bureau of the Census: 
County Business Patterns, print- 
ing 9, 000 
Reduction in Univac hourly rate 35, 440 


Civil Aeronautics Administration: 
1955 projects programs. . . 23, 658, 266 
Other nonrecurring costs-- 615 
Nonrecurring appropriations (land 
acquisition and airport claims) 85, 746 


Bureau of Foreign Commerce: 
Reserve for savings ; 100, 000 
Leases transferred to General Serv- 
ices Administration 300 
_— - 100, 300 
Maritime Administration: 
Nonrecurring appropriations (ship 
construction, operating subsidies, 
and ship mortgage activities) - - 200, 100, 000 
Nonrecurring costs for: 
Administration, research, and 
special projects -__--_.- 1, 227, 785 
Training activities 90, 300 
Repair of hurricane damage 1, 370, 000 
Reserve for savings 40, 000 
Discontinued program 660, 000 
Appropriation applied to contract 
authorization 12, 000, 000 


215, 488, 085 


Bureau of Public Roads: 1955 projects 620, 415, 000 


a . 620, 415, 000 
National Bureau of Standards: 
Appropriation applied to contract 
authorization _ - . 115, 000 
— 859, 938, 234 
Adjustments for internal transfers 
covering fringe benefits - - - - ; —650, 000 


859, 288, 23: 
Base for 1955-_- ini ‘ ‘ hie 7 ; i $218, 607, 512 
Net difference, 1956 over 1955: 


Requirements Difference 


Bureau - a) TS (+) 


1955 adjusted | 1956 estimate | ‘ecrease (—) 


Office of the Secretary a $2, 172, 000 $2, 300, 000 +-$128, 000 
Bureau of the Census 30, 564, 778 18, 555, 000 | —12, 009, 778 
Civil Aeronautics Administration: 
Program 106, 111, 119 144, 840, 000 +-38, 728, 881 
Liquidation of contract authori- 
zation___. ; 14, 500, 000 +14, 500, 000 
Coast and Geodetic Survey 10, 200, 000 10, 400, 000 +200, 000 
Business and Defense Services Ad- 
ministration 6, 248, 000 7, 300, 000 +-1, 052, 000 
Bureau of Foreign Commerce 5, 449, 700 5, 200, 000 — 249, 700 
Office of Business Economics ‘ 900, 000 1, 000, 000 +100, 000 
Maritime Administration: 
Program , 341, 915 234, 985, 000 +-220, 643, 085 
Liquidation of contract authori- 
zation 6, 000, 000 +-6, 000, 000 
Patent Office ; , 500, 000 12, 000, 000 +500, 000 
Bureau of Public Roads: 
Program 74, 980, 000 +-74, 980, 000 
Liquidation of contract authori- 
zation 707, 000, 000 +-707, 000, 000 
National Bureau of Standards 6, 240, 000 8, 765, 000 +2, 525, 000 
Weather Bureau ; 24, 940, 000 32, 850, 000 +-7, 910, 000 


NN es acc _.-| 218, 667,512 | 1, 280, 675,000 | +1, 062, 007, 488 
+1, 062, 007, 4°8 
beats ae 1, 280, 675, 000 
Civil Aeronautics Board 74, 240, 706 67, 125, 000 —7, 115, 706 67, 125, C09 


Total estimate of appropriation, 1956_...---- 
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Summary of obligations by object of expenditure 


1955 estimate | Percent) 1956 estimate | Percent 
| 


Personal services.....-.-------- Fee eee ae Soeates $190, 138,814 | 15. $188, 150,683 | 13.2 
Travel-.--- eben Dinas wd leniaie qiiatyaaknemdioieans 8, 718, 806 ; 6, 697, 779 
‘Transportation of things....-.---------_-- ‘ : 2, 373, 628 2 | 2, 530, 196 
Communication services j ‘ ‘ 11, 639, 423 9 | 11, 096, 500 
Rents and utility services. _..........--- ; ant 6, 062, 934 of 5, 736, 417 
Printing and reproduction sk , ; 4, 536, 483 | .4 | 5, 040, 983. | 
Other contractual services...-.-.-.-.--- ; 21, 876, 668 -8 | 21, 924, 434 | 
Supplies and materials__-__-__~_- me ae 13, 333, 272 : 16, 510, 198 
Equipment_-- pliant edie ; j 45, 429, 266 | 3.7 | 71, 125, 922 | 
Lands and structures... : 28, 516, 461 | 2. 27, 653, 141 
Grants, subsidies and contributions- : 898, 418, 339 2.9 | 1,069,310, 500 | 
Pensions, annuities and insurance claims- 357, 300 ] 382, 300 
Refunds, awards and indemnities_- a 2 260, 689 

Interest oad 

Taxes and assessments. -- 508, 769 


on 


~) 


CnNor, OOD 


of 


Subtotal.......... ; 1, 232, 170, 852 100. 1, 426, 471, 550 100.0 
Deduct: Charges for qu: arters and subsiste nee 337, 355 ‘ 329, 501 


Total obligations____- aide Ses bi 1, 231, 833, 497 3; 426, 142, 049 
Adjustments under appropriations: 
Add: 

Unobligated balance carried forward _-.- 925, 453, 414 941, 639, 265 
Proposed rescission __. coma 2 24, 600, 000 
Appropriations applied to contract authorizations_- .- 626, 490, 000 i 727, 500, 000 
Carried to surplus_..--- hats Sad aoe 111, 210 |. ieee 
Administrative cancell: itions - oui sede 8, 085, 459 | 8, , 000 
Unobligated, estimated savings.._.........--..-._- 490, 000 
Deduct: | 

Unobligated balance brought forward... -- 767, 278, 141 | cai 925, 453, 414 | 

Reimbursements from other accounts. -._----- 12, 593, 435 |_- ? 13, 342, 973 

Reimbursements from non-Federal sources. ------ | 1, 019, 523 | 909, 927 

Recovery of prior year obligations __-- ICORE beneencentoascane | 

Contract authorization -------- : | 932, 500, 000 i 907, 500, 000 





000 


Appropriation or estimate .-- - ...---| 1,079, 066, 600 1, 280, 675, 
Civil Aeronautics Board (appropriation or estim: ate)... 52, 677, 000 67, 125, 


Summary of personal services obligations 


| 


| 
1954 actual 1955 estimate 1956 estimate 





Average | 
| number | 


| Average | Average | 


Cost number | number | 
| 


Cost 


Permanent positions 31, 490 | $161, 989, 589 30, 515 | $159, 617, 048 31, 432 $165, 167, 137 
Crews of vessels ie ; | 1, 578, 744 1, 439, 000 | -- | 1, 508, 900 
Part time and temporary - -_--| 1, 769 | 3, 727, 906 4, 877 | 9, 463, 507 3, 405 | 10, 923, 295 
Regular pay in excess of 52- | | 

week b: 570, 011 ade 586, 586 |___- | 4704, 076 
Payments above basic rates___| 8, 200, 546 Rie 8, 094, 753 8, 961, 799 
Allowance for subsistence and | | | | 

quarters (commissioned offi- | 

cers) ee caen kee 331, 756 | , 200 |_- 314, 200 
Other payments ‘for ‘personal | 

services 8 | | 24, 120 ..| 41, 276 


Total personal services - - 33, 259° 176, 431, “599 | | 35,392 189, 539, 214 34, 837 187, 620, 683 
Civil Aeronautics Board_.--- 7 529 3, 290, 882 | 550 | 3, 315, 000 | 595 3, 594, 775 
| 


| | | 


NoteE.—Summary reflects personal services as printed in budget and does not include National Bureau 
of Standards. See p. 1103 of justifications for personal services computation. Does not reflect changes for 
1955 due to passage of Public Law 24, 84th Cong., or changes for 1956 contained in H. Doc. 126. 


LETTER OF SECRETARY 


Senator HoLtuanpb. Mr. Secretary, I understand that the Depart- 
ment is requesting this committee to consider adding $232,250,000 to 
the amount allowed by the House Appropriations Committee 

I will not analyze that at this moment, but I will place in the record 
your letter advising us of your request for restoration. 

(The letter referred to follows:) 
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THE SECRETARY OF COMMERCE, 
Washington, May 23, 1956. 
Hon. Cart HaypbEn, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


DEAR SENATOR HAYDEN: Reference is made to H. R. 6367, the Department of 
Commerce and related agencies appropriation bill for 1956, as reported on May 19 
and House Report 603 which accompanied it. 

The House Appropriations Committee has reeommended appropriations for the 
Department, excluding the Civil Aeronautics Board, for fiseal vear 1956 in the 
amount of $1,059,660,000, a gross reduction of $232,750,000 from the 1956 
estimates. Consideration for restoration of $232,250,000 and proposed languag 
provisions for the aviation war risk insurance revolving fund, the vessel operations 
revolving fund, the Inland Waterways Corporation, and proposed general pro- 
Visions are requested of yvour committee. 

There is attached a summary of the 1956 estimates, the House committee 
reductions, and the restorations requested. There are also herewith attach- 
ments in the form of amendments, with page and line references to the bill as 
re ported 

The following highlights the restorations requested: 


OFFICE OF THE SECRETARY 
SALARIES AND EXPENSES 


The appropriation requ sted is to provide for the executive direction of the 
Department as well as the supporting staff and administrative services. The 
requested restoration is needed to strengthen staff services for security control, 
personnel management, budget and management, publications, and adminis- 
trative services, and for the full-year financing of certain positions in the secre- 
tarial offices which were filled only during a part of fiseal vear 1955. Part of 
the restoration also is required to support the full-year operations of the Office 
of Strategic Information which, as requested by the National Security Council, 
was established in my office last November to see what could be done, in Govern- 
ment and outside, to reduce the danger to our defense interests caused by the 
publication of unclassified information of strategie value. 


AVIATION WAR RISK INSURANCE REVOLVIN( FUND 


Restoration is requested of language authorizing establishment of an aviation 


ar risk insurance revolving fund to provide an interim binder program covering 
about 100 United States-flag aircraft in international operation. Since this 
program is essential to overall c.:vil aviation readiness, I urge that the binders be 
made available now. The necessarv administrative expenses will be provided by 


binder-fee receipts and do not require appropriation of funds 
BUREAU OF THE CENSUS 


Che Bureau of the Census has a vital part in the governmentwide program to 
produce information needed as a basis for further administrative decisions. The 
reduction made by the House committee of 31,200,000 in salaries and expenses 
would adversely affeet the programs for the annual survey of manufactures, the 
annual retail survey, the expansion of sample and other improvements in the cur- 
rent population survey, a survey of State and local government finances, and for 
electronic-equipment development. For example, the annual survey of manu- 
factures is necessary for quick appraisal of damage to our industrial capacity and 
services in the event of enemy attack. If the annual retail survey is not continued, 
ve will lose the only direct measure of changes in retail inventories in the United 
States which is the benehmark for the measurement of consumer credit 

There is at stake a quality improvement program to assure that our basic 
measure of national unemployment may be maintained on a constant basis and 
will not be subjected to disturbing variations due to reporting errors rather than 
to underlying changes in the labor force. 

Electronic developments should be exploited to achieve further savings and 
efficiencies in data processing. We should not delay taking advantage of such 
technological advance. 

(n increase in the number of households in the current population sample is 
important to the survey of State and local governments. 
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| Unless the full amount of $4,655,000 requested for completion of the censuses of 
} business, manufactures, and mineral industries is provided, there will be serious 
ielav in the release of these important reports and the Department of Commerce 
vill be unable to meet its commitment to accelerate the publication dates. 

The intercensal housing survey was proposed to meet a pressing need for facts 

which to evaluate the amount of homebuilding which has taken place in 

) relation to the need for housing and to assist in making judgments concerning the 
) probable future needs and the growth in this basie industry. 
» We will endeavor to complete the Census of Agriculture within the reduced 
} appropriation, 


Civin AERONAUTICS ADMINISTRATION 


The Department is requesting full restoration of the items reduced by the 


4 


§ House for the Civil Aeronautics Administration. As you know, civil aviation 
} is continuing its almost phenomenal growth since World War II and the goal of 
\ir Force for 137 wings is proceeding rapidly to a reality. This means more 


and more aircraft are using the airspace and airspace is becoming one of our 
ritical short national resources, The CAA is responsible for the control of all 
air traffic to insure safety and regularity of flight operations and it is through the 
appropriation “‘Operation and regulation”? that the responsibility is fulfilled. 
\ny reductions from the estimate for this appropriation will require the elimina- 

m and curtailment of aids to navigation and the services rendered both civil 
and military aviation. We are particularly concerned with perpetuating the 
established record of safety in aviation which in fiscal vear 1954 was the best 
ever attained. 

rhe appropriation ‘Establishment of air navigation facilities’? provides for 
irchase and installation of the aids necessary to maintain the high standards of 
afetvy and regularity of flight operations. We must provide additional facilities 
and improve others if we are to keep pace with this dynamic industry. 

The two appropriations for operation of airports were reduced to the 1955 level 

-pite of the fact that a substantial part of the increase was to provide for 
andatory “fringe benefits’? enacted by the 83d Congress. These benefits must 
e paid and the only alternative, if the House allowance prevails, is a curtailment 
f services at Washington National Airport and the airports at Anchorage and 
Fairbanks. 

The final itein for the Civil Aeronauties Administration concerns research and 
levelopment in connection with navigation aids and traffie control. I firmly 
elieve the only long-range solution to our traffic control problem lies in the devel- 
pment of new procedures and equipments and strongly urge that restoration 
for this item be granted, 


CoaAasT AND GEODETIC SURVEY 


For several years the operations of the Coast and Geodetic Survey have been 
dat a rockbottom operating level The funds requested and appropriated in 
the past have allowed the Bureau to fulfill only the top priority projects within its 
egislative responsibilities, 

It is therefore requested that the S200,000 reduction reported by the House 
committee be restored. This will permit the Bureau to begin the extremely 
mportant control-survey program along the Louisiana and Texas guif coast that 
s daily assuming greater economic importance due to the extensive oil exploration 

the area, Consideration must also be given to the increasing navigational 
hazards being produced by these operations. 

If approved, the restoration will also furnish $25,000 for the additional retire- 

nt pay of commissioned officers. This is an uncontrollable item and, if funds 
are not appropriated to defray the cost thereof, as well as for the gulf coast 
rveys, the bureau will be required to absorb these costs at the expense of its 


er Operating programs. 
USINESS AND DEFENSE SERVICES ADMINISTRATION 


Restoration is requested of the appropriation of $800,000 for a construction 
statisties program which was disallowed by the House committee. 
The construction industry, probably the largest single industry in the country, 
as many of the characteristics of the agricultural industries. It is made up 
of hundreds of thousands of small establishments; it operates in all sections of 
country; it has great potential for expansion and contraction, locally and 
nationally; it is an employment generating industry; it is particularly susceptible 
to the efforts of policy decisions of Federal, State, and local governments and 
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investment decisions of millions of companies and individuals. Thus, the nature 
of the industry is such that essential facts about it must be compiled by Goverp. 
ment—as they are for the agricultural industry. 

Practically every major segment of the construction industry has called the 
current deficiencies in construction statistics to the attention of the Department 
If private industry is to play its part in maintaining a stable high-level economy, 
it especially must have the facts at hand on which to base intelligent decisions 

The disallowance by the House committee of additional funds for area develop. 
ment will seriously damage a program which we initiated modestly on a pilo; 
basis to assist surplus labor areas. The Joint Committee on the Economie 
Report held hearings on the problem of spot unemployment in late January 195), 
and on the basis of the testimony recommended strengthening this program 
The growing acceptance of our test program has increased the requests for 
assistance from local areas to the point where the present budget is entirely in. 
adequate. These funds will enable us to help communities to help themselves 
For example, communities with one industry are vulnerable to the changing 
conditions of materials and new products. These communities are striving to 
diversify their industrial position and an expanded area development will alloy 
field visitation to areas where labor shortage is prevalent. On-the-spot technical 
assistance will stimulate these communities to set up their own programs for 
dealing with the problem. We assure you that this program has been judged as 
most important by all who have given attention to these problems. 


BUREAU OF FOREIGN COMMERCE 
SALARIES AND EXPENSES 


The reduction of $400,000 made by the House is of great concern to me, as the 
activities of the Bureau to serve those businessmen engaged in foreign commerce 
is at this time making commendable progress. 

This progress will certainly be halted if the reduction is finalized, and I urge you 
to consider these facts: 

During the past year the Bureau of Foreign Commerce handled over 500,000 
requests for information and assistance on foreign trade and investment matters 
The proposed reduction of funds would necessarily mean a drastic retrenchment 
in servicing the increasing number of requests we are receiving, as the reductior 
will force the Bureau to decrease the number of personnel. 

I submit that it is most important that we continue our current activities to 
study carefully Soviet competition as it affects United States business and invest- 
ment interests and such interests of the free world. The appropriation approved 
for fiscal 1956 by the House committee would necessarily reduce this important 
activity. 

We are increasingly feeling the effect of the decreases in the level of foreig: 
economic reporting by the Foreign Service of the United States which resulted 
from the decreases in Foreign Service appropriations over the last several years. 
As the committee is aware, we are necessarily dependent upon the Foreign Servic 
for reports on those questions which are of interest to the American business 
community. Until the commercial reporting services of the Foreign Service can 
be substantially strengthened, we cannot expect to improve and extend our service 
to business program measurably beyond the levels which we will achieve at the 
end of this year. We, therefore, expect to devote considerable attention to work- 
ing with the Department of State during the coming fiscal year to increase the 
quantity and improve the quality of the reporting of the Foreign Service on which 
our business service program relies. 

I believe that it is imperative that the $400,000 be restored so that our present 
level of effort in these areas will not be disrupted. 


EXPORT CONTROL 


The decrease of $500,000 made by the House committee was predicated on the 
assumption that reduction in the positive list of controlled commodities and 4 
number of license applications would allow for full service in the field of export 
control. 

I am most apprehensive in respect to the House decision because I sincerely 
believe that if this reduction remains, many of the significant activities of export 
control must be substantially curtailed. 

It must be realized that we have allowed for some curtailment in the workload 
by submitting to the Congress budget estimates $600,000 below the present 
fiscal year’s level. 
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During this year employment was reduced by 108, and the 1956 request antici- 
pated a further reduction of 66. The funds recommended by the House com- 
mittee would necessitate an additional reduction of 112, or a total of 178 positions 
during fiscal year 1956. 

The following factors illustrate some of the reasons why I believe the $500,000 
should be restored. 

Thirty-seven employees are currently engaged in investigative and enforcement 
activities which must be maintained at a high level of efficiency irrespective of 

/ positive-list items. Illegal transshipment of all commodities to the Communist 
orbit is prevented by the enforcement activity. 

Although the number of items on the positive list has been reduced by 45 percent 
as indicated in the House committee report, the actual reduction in license applica- 
tion has been only 36 percent. Furthermore, the reduction of $600,000 for fiscal 
'1956 below the 1955 appropriation already recognizes a 24.3 percent saving in 
personnel directly handling the estimated reduced volume of export control 
application. 

In view of the importance of this program I urge you to give every consideration 
to our request for a $3 million appropriation so that the important assignment of 
carrying out the full intention of the export control act will not be impeded. 


OFFICE OF BUSINESS ECONOMICS 


The House committee reduced the program requirement by $100,000. To the 
remaining amount of $900,000 it added a figure of $75,000 specifically earmarked 
for a special study of unemployment throughout the country. 

To meet the program requirements of the Office of Business Economics, it is 
essential that $100,000 be restored for the purpose of incorporating the results 
of the census of business and the census of manufactures into the national accounts 
maintained by OBE for the use of the business community. 

The requested increase will permit OBE to do the work of assimilation speedily, 
so that this important source of business guidance may continue to be as accurate 
as possible. Otherwise the new census data cannot be incorporated into our 
national income accounts without a lag which would result in withholding from 
business and Government agencies highly useful facts available from the large- 
scale census enumerations. Our inability to do this essential task results from 
the fact that the staff of the OBE has been reduced substantially in recent vears. 
This program has been carefully reviewed within the Department of Commerce 
and in the Bureau of the Budget. Its constituent elements are in accord with 
the recent findings after hearings by the congressional Joint Committee on the 
Economie Report concerning the statistical needs of business and Government. 


MARITIME ADMINISTRATION 
SHIP CONSTRUCTION 


The reduction of $38,100,000 in the House bill for ship construction affects 
2 areas of prime concern to the future of the American merchant marine, namely, 
mobilization potential and research and development. The items for which 
restoration is requested include $23,500,000 for construction under title VII of 
the Merchant Marine Act, 1936, as amended, of 2 cargo ships and 1 tanker as 
prototvpes designed for defense mobilization purposes; $11,500,000 for ac- 
complishing the goal established by the National Security Council under the 
tanker trade-in-and-build program; and funds for research and development, 
and for administrative expenses incident to these programs. 

A complete lack of plan for mass construction of the type of vessels needed in 
time of war resulted in adoption of an already obsolete British design for con- 
struction of Liberty ships during World War II. At this time we still do not 
have a proven design ready for use in an emergency. The proposed prototypes 
are specifically for the purpose of testing designs and establishing plans for 
mobilization use. 

OPERATING-DIFFERENTIAL SUBSIDIES 


The estimate of $115 million for operating differential subsidies was based 
upon the minimum estimated requirements for the liquidation of existing con- 
)tractual obligations. The appropriation requirements for this purpose have been 
given the most careful scrutiny and the amount requested represents a con- 
servative estimate of the minimum amount necessary for payments against 
operating-differential subsidy obligations, many of which have been long out- 
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standing. Any reduction in this amount will result in further deferment 
payments rightfully due the operators. A restoration of the $25 million reductio: 
in the House bill is requested. 


VOYAGE LIMITATION 


The limitation on vovages as included in the House bill is a matter of serious 
concern, While it is generally conceded that some form of limitation wo 
indoubtedly be considered necessary on the contracting authority of the Board 
it was also conceded that the limitation should not be so restrictive that the Board 
would virtually be in no position to exercise its authority already provided by la 
The limitation of 1,847 voyages, of which 112 would be for new operators, pro- 
vides no leeway for the consideration of applications currently before it for 
creases in vovages to accommodate current traffie requirements. The number 
voyages is insufficient to cover requirements under pending applications by ne 
operators. A minimum of 2,000 voyages is necessary to provide sufficient fl 
bility to carry out statutory responsibilities and to permit giving fair and equital 
consideration to applications currently on hand. 

The processing of an application for operating-differential subsidy is both 
consuming and costly for the Government and the applicant as. well. { 
voluminous evidence, extensive hearings, and data developed in order that f 
and complete information may be available for the Board’s consideration, invol 
extensive use of Government staff as well as other administrative costs, and mu 
if not most, of this work is now being done by the Maritime Administration, whic 
is the processing agent for the Board. I urgently request that the required mi: 
mum. of 2,000 vovages be approved. 


VESSEL OPERATIONS REVOLVING FUND 


Authority had been requested to use the vessel operations revolving fund 
certain specific operating contingencies. The disallowance of this request 
the House Appropriations Committee will result in no fund being available 
the Maritime Administration for financing of ship operating and custody ce 
tingencies during fiscal year 1956. Some of these contingencies, such as s! 
mortgage and forfeiture expenses, are being financed during fiscal vear 1955 | 
specific appropriations. In other cases it has been necessary to secure from thi 
Comptroller General, as each operating or custody emergency arose, spec 
permission to use the vessel opt rations revolving fund to protect the Government 
interest 


‘his is not a satisfactory approach to this type of situation and involves need 
delay and additional expense. I am, therefore, urging reconsideration of 
request. 


SALARIES AND EXPENSES 


The reduction of $1,100,000 applied to this appropriation eliminates the greate? 
portion of the funds necessary to improve the administration of the programs of 
the agency, particularly in the subsidy areas; requires the continued deferral of 
needed facility repairs and deferral of the liquidation of backlogged preservatio: 
work on reserve-fleet vessels; and eliminates required funds for maintenance 
an inactive training station at Alameda, Calif. 

The restoration of the funds required for administrative expenses is of particuls 
importance at this time when every possible emphasis is being given to improvi 
the administration of operating and construction subsidy contracts. Further de- 
ferment of maintenance and preservation work will jeopardize the amounts in- 
vested in ships and facilities and reduce the value of the properties as an emergency) 
reserve. 

INLAND WATERWAYS CORPORATION 


It is essential that the Corporation be authorized to expend from its incor 
necessary administrative expenses, estimated at $14,000 for fiseal 1956. This au 
thorization was denied inasmuch as the House committee has made no provisiot 
for it. 

We apparently did not make clear to the House committee the fact that whi 
the Inland Waterways Corporation is administered under the supervision and 
direction of the Secretary of Commerce, it is not a component of the Department 
Although the amount of the authorization requested is small, and might otherwis 
be absorbed, there appears to be no legal authority for the expenditure of appro- 
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priations made to the Department of Commerce to carry out the functions of the 
Inland Waterways Corporation. It is, therefore, most important that the re- 
quested authorization for administrative expenses be allowed. 


BurREAt OF PwuBLIc Roaps 


The appropriations requested for Federal-aid highways and forest highways 
are almost entirely for the purpose of liquidating contractual obligations as au- 
thorized by the Congress. It is, therefore, requested that these amounts be re- 
stored in order that we may make timely payment of the Federal share as work is 
completed under these programs. 

I strongly urge that the President’s total estimate of $74,980,000 be approved 
for completion of the Inter-American Highway in 3 years. Bills are pending 
before the Congress to provide full legislative authorization for the accelerated 
program. The President stated in a recent letter to the Vice President and to the 
Speaker of the House, that early completion of this highway is ‘‘a clearly estab- 
lished objective of United States poliev’”’ and expressed several reasons why he 
feels this would be the most significant single action the United States can take in 
these countries to bring about the most mutually advantageous results. 

J] sincerely believe that approval of President Eisenhower’s proposal to complete 
the highway in 3 years would put us ahead by several years in our international] 
interests and responsibilities, particularly as they relate to these neighboring 
countries whose lot is inevitably cast with our own in matters of defense and 
economic growth. 

NATIONAL BUREAU OF STANDARDS 


The National Bureau of Standards has, with the help of outstanding scientific 
authorities, developed plans for an active and important program of research and 
development in the field of standards and measurement. These plans for the 
Bureau constitute an adjustment of its program in terms of the service and scien- 
tifie knowledge which can be provided for the Nation, for science, for industry, 
and for other Government agencies. Basie to this adjustment is the effort to 
achieve technical balance in the Bureau’s research program. The Bureau seeks 
to inerease with proper emphasis the basic program, the program of research 
directly related to the primary function of the Bureau. 

The amount requested in the President’s budget will permit a start toward these 
objectives by providing increased support for all scientific areas in which the 
sureau must have competence, and will provide for construction, alterations, and 
improvements to the plant facilities of the Bureau and for the procurement of 
unusual items of equipment. 

It is, therefore, requested that, in order to permit the essential basic technical 
programs and the other planned activities of a supporting nature to go forward as 
outlined in the requirements for fiscal year 1956, the reductions made in the 
estimates under the appropriations, “Expenses” of $750,000 and “Plant and 
equipment” of $20,000, be restored. 


WEATHER BUREAI 
SALARIES AND EXPENSES 


One of the major steps contemplated for fiscal year 1956, directed toward 
increasing the overall value of the weather service, is the installation and rehabilita- 
tion of observational facilities. 

Tightly drawn schedules have been worked out covering these proposed equip- 
ment modernization plans, based upon best meeting the requirements, many of 
which are critical. Early, and in many instances immediate, operation of the 
facilities following installation is imperative. Such however, can only be possible 
if sufficient funds are made available to cover part-vear operational costs. 

In order to permit the expeditious fulfillment of the program as contained in 
the President’s budget for fiscal vear 1956 and in so doing receive the benefits and 
values to be derived from part-year operation during the coming vear of such 
facilities as weather survillance radar, upper-air observational equipment and 
other highly essential observational apparatus, it is requested that the $200,000 
reduction from the estimates submitted under the appropriation ‘Salaries and 
expenses’’ be restored, 
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GENERAL PROVISIONS 
TRANSFER AUTHORIZATION 


There is renewed again the request made last year for a 5-percent transfer 
authorization. This would permit a limited interchange of funds under circum- 
stances not involving creation of additional funds. It would not be possible to 
identify with any certainty, the programs which might be involved in such trans- 
fers during the fiscal year. The exercise of this authority, if granted, would, of 
course, be governed by the circumstances as they exist at that time and not on 
the basis of assumptions upon which the estimates are based. 


ENTERTAINMENT ALLOWANCE 


The official duties of this office frequently include the reception and entertain- 
ment of distinguished guests from this and other countries. Occasionally these 
responsibilities, due to my inability or absence, must be assumed by my immediate 
staff. In view of the official character of these activities, I have included in this 
transfer authorization provision for official entertainment and I would appreciate 
your favorable consideration of the request for this authorization. 

Representatives of the Department will be available to provide your committee 
with such additional information as may be required. Your favorable considera- 
tion of these restorations will be appreciated. 

Sincerely vours, 
SINCLAIR WEBKS, 
Secretary of Commerce. 


Summary of 1956 estimates, House reductions, and requested restorations 


1956 
ptetacs ________ House change 
Appropriation from esti- 
House allow- mate 
ance 


Requested 
restoration 
Estimate 


Office of the Secretary: 
Salaries and expenses $2, 300, $2, 172, 000 - 000 $128, 000 
Aviation war risk insurance revolving fund (: aa (1) 
Bureau of the Census: 
Salaries and expenses 7, 400, 000 fh, 200, 000 —1, 200, 000 1, 200, 000 
Census of agriculture 6, 000, 000 5, 500, 000 — 500, 000 
Census of business, manufactures and min- 
eral industries 4, 655, 000 , 000, 000 —655, 000 655, 000 
Intercensal housing survey 500, 000 — 500, 000 500, 000 


Total , 555, 000 5, 700, 000 —2, 855, 000 2, 355, 000 


Civil Aeronautics Administration: 

Operation and regulation 000 000, 000 —3, 150, 000 3, 150, 000 
Establishment of air navigation facilities 23, 000 , 500, 000 —4, 500, 000 , 500, 000 
Establishment of air navigation facilities 

(liquidation 7. 000 7, 000, 000 
Grants-in-aid for airports 1 000 000, 000 +9, 000, 000 
Federal-aid airport program, Federal Air- 

port Act (liquidation) , 000 7, 500, 000 
Maintenance and operation, Washington 

National Airport , 415, 000 , 350, 000 —65, 000 65, 000 
Construction, Washington National Air- 

port 525, 000 525,000 
Maintenance and operation of public air- 

ports, Territory of Alaska 750, 000 600, 000 000 150, 000 
Air navigation development.-- 2, 000, 000 , 050, 000 000 950, 000 


Total : ; 159, 340, 000 59, 525, 000 5, 000 8, 815, 000 


Coast and Geodetic Survey: Salaries and expen- 

Ses 10, 400, 000 , 200, 000 | — 200, 000 200, 000 
Business and Defense Services Administration: | | 

Salaries and expenses__- ccna a kieaca amare 7, 300, 000 | , 198, 000 —1, 102, 000 102, 000 
Bureau of Foreign Commerce: | 
Salaries and expenses..................-..- 2, 200, 000 | 1, 800, 000 — 400, 000 | 400, 000 
Export control... - ¥ 3, 000, 000 2, 500, 000 — 500, 000 500, 000 


5, 200, 000 4, 300, 000 —900, 000 900, 000 


Language. 
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Summary of 1956 estimates, House reductions, and requested restorations—Con. 


1956 
s c House change 
Appropriation from esti- 
House allow- mate 
ance 


Requested 
restoration 
Estimate 


Office of Business Economics: Salaries and 
CZPCNHSG.. ... nec ca« pews $1, 000, 000 $975, 000 — $25, 000 $100, 000 


Maritime activities: 
Ship construction -- 102, 800, 000 64, 700, 000 | —38, 100, 000 38, 100, 000 
Operating differential subsidies __- 115, 000, 000 90, 000, 000 | —25, 000, 000 25, 000, 000 
Salaries and expenses 15, 100, 000 14, 000, 000 —1, 100, 000 , 100, 000 
Maritime training fri ' 2, 085, 000 2, 085, 000 |... 
State marine schools. - - ; 660, 000 +-660, 000 
Repair of reserve fleet vessels (liquid ation 

of contract authorization) - _- 6, 000, 000 }, 000, 000 |..-- ss rape 

Vessel operations revolving fund_ - - ) : ty P (*) 


EO csacenes tiene “240, 985, 000 177, 445, 000 | —63, 540, 000 +4, 200, 000 


Patent Office: Salaries and expenses._..-------- 12, 000, 000 | 14, 000, 000 +2, 000, 000 


Bureau of Public Roads: 

Federal-aid highways (liquidation of con- 

tract authorization 680, 000, 000 600, 000,000 | —80, 000, 000 80, 000, 000 
Forest highways (liquidation of contract | | 

authorization) ___- ¥ 25, 000, 000 | 18, 500, 000 —6, 500, 000 6, 500, 000 
Inter-American Highway | 7%, 980, 000 | 8,000,000 | —66, 980, 000 66, 980, 000 
Public lands highways (liquidation of con- | | 

tract authorization) - - 2, 000, 000 2, 000, 000 


OMENS Ss «stuane nb 781, 980,000 | 628, 500,000 |—153, 480, 000 53, 480, 000 


National Bureau of Standards: | 
Expenses , 000 , 000, 000 750, 000 750. OO 
Plant and equipment- --- 15,000 995, 000 20, 000 20), 000 


a Signs senekskas Baeeom ‘ 2 8, 765, 000 | 7, 995, OOO —770, 000 770, 000 


Weather Bureau: 
Salaries and expenses. os 27, 8 50, 000 27, 650, 000 | — 200, 000 | 200, 000 
Establishment of me teorologic ul facilities___| 5, 000, 000 5, 000, 000 feewcaped 


RE chee eas aus ueneaae | 2, 850, 000 | 32, 650, 000 | _—200, 000 | 200, 000 


Total, Department of Commerce__-_-_----- 1, 280, 675, 000 it, 0 59, 660, 000 |—221,015,000 | 232, 250, 000 
Inland Waterways Corporation: Administra- | 
tive expenses limitation - -- , | (—14, 000) (14, 000) 


iLanguage. 


ANNOUNCEMENT BY CHAIRMAN 


Senator HoLLanp. Before welcoming the Secretary, I want to 
announce that I am advised by Senator Bridges that there is a Repub- 
lican Policy Committee meeting a little later which will require the 
presence of all Republican Senators, which means that we will have 
to forego the pleasure of having the members of the minority with us 
after a little while which will be understood. 

Mr. Secretary, they are not turning their backs on you at all. 

Mr. Secretary, we are pleased to welcome you to the first formal 
session of this new subcommittee. 

Do you wish to proceed with your general statement? 


GENERAL STATEMENT 


Secretary Weeks. Mr. Chairman, I returned yesterday afternoon 
from foreign shores and I there fore shall cover the high spots only. 
I have my assistants, the Under Secretary, and so on, here to answer 
any detailed questions, although as you know the detailed questions 
come up as the different bureau budgets are presented. 
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PREPARED STATEMENT 


[ propose first to ask you to insert in the record the statement which 
has been prepared. You have already mentioned my letter relative 
to restoration of the cuts made by the House report. 

(The statement referred to follows:) 


STATEMENT OF SECRETARY OF COMMERCE WEEKS 


Mr. Chairman and gentlemen of the committee, I appreciate the opportunity to 
appear before this subcommittee and highlight the budgetary requirements of the 
Department of Commerce for fiscal year 1956. With vour permission, I would 
like to describe briefly the total requirements of $1,280.7 million before taking un 
the discussion of the effects of the House action proposed in H. R. 6367 and 
House teport 603 of May 19, 

Approximately 66 percent, or $842.5 million, can be classified as permitting little 
or no administrative discretion through the budget process. The level of these 
expenditures depends upon the provisions of the legislation whien authorized the 
programs and on other factors independent of executive control. For examples, 
the highway grants to States are made under formulas fixed in legislation; oper- 
ating-differential subsidies of the Maritime Administration are determined in 
large part by long-term contracts and the general economic condition of the 
shipping industry. 

This $842.5 million is summarized as follows: 

Liquidation of prior contract authority for the Bureau of Public Roads, $707 
million; 

Operating differential subsidies and liquidation of prior contract authority for 
repair of reserve fleet vessels in the Maritime Administration, $121 million; 

Liquidation of prior contract authorization for the establishment of air naviga- 
tion facilities and Federal-aid airport programs of the Civil Aeronautics Adminis- 
tration, $14.5 million. 

This $842.5 million for 1956 does not create additional authorization; it repre- 
sents the best estimate of cash requirements for projects previously authorized 
and forecast for completion and payment in 1956. 

The amount of $842.5 million estimated requirements for fiscal vear 1956 for 
these items represents an increase of $101 million over the amount appropriated 
for 1955 for comparable items. This is principally attributable to the increased 
requirements of the Bureau of Publie Roads. 

The remaining 34 percent, or $438.2 million of the 1956 requirements for con- 
trollable items represents a net increase of $101.7 million over the comparable 
amount of $336.5 million for these items for 1955. The major increases are 
attributable primarily to the accelerated completion of the Inter-American High- 
way: the maritime ship construction program at a level of approximately $20 
million above the current vear’s program; an expanded establishment of air navi- 
gation facilities program in the Civil Aeronautics Administration and provision for 
modernization of Weather Bureau observational facilities; an approximately $3 
million increase is attributable to needs of the Office of the Secretary, the Coast 
and Geodetic Survey, Business and Defense Services Administration, the Office of 
Business Economics, "the Patent Office, and the National Bureau of Standards. 
Decreases in the 1956 estimates from the total anticipated for 1955 are primarily 
related to a decrease in Census Bureau activity in the agriculture and economic 
censuses, as well as a small decrease in the Bureau of Foreign Commerce. 

By way of recapitulation, I wish to point out that of the $1,280.7 million, 
approximately 66 percent, or $842. 5 million, is for relatively uncontrollable items. 

The remaining 34 percent, or $438.2, relate to controllable programs. 

The proposed House action would effect a gross reduction of $232,750,000 
although it is noted that increases totaling $11,735,000 above the amounts re- 
quested have been proposed for aviation grants, a special study of unemployment, 
State marine schools, and Patent Office operations. The proposed reductions 
affect in varying degrees many of the Department’s most important programs. 
—_ committee is urged to give consideration to restorations amounting to 

232,250,000 as well as certain essential language provisions. 


OFFICE OF THE SECRETARY 
The estimate for fiscal year 1956 is $2,300,000, an increase of $128,000 over the 


1955 estimate. The additional funds requested would provide for full-year oper- 
ation of the Office of Strategic Information, full-year financing for certain posi- 
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tions in my office and in the Office of the Under Secretary for Transportation, and 
additional staff assistance in areas of activity which I believe need strengthening 
for the proper execution of the functions charged to me and my principal assistants. 

The House Appropriations Committee disallowed the entire increase of $128,000 
requested for operation of the Office of the Secretary. I strongly feel that this 
increase is essential to effective operation of this Office during fiscal vear 1956 and 
urge that the full amount be restored. 
jviation war-risk insurance 

The budget includes a language proposal to establish an aviation war-risk 
insurance fund based on the authorization contained in Public Law 47, 82d 
Congress, approved June 14, 1951. The revolving fund would provide for a 
program of issuing binders at a fee of $100 per aircraft, to become war-risk 
insurance automatically on the outbreak of war. All current expenses of the 
program would be paid out of receipts of the fund. 
' The proposed language was omitted from the bill approved by the House 
committee with no comment as to the reason for that action. In view of the 
importance of providing a standby insurance program to avoid delays in marshal- 
ing all available air transportation in the early stage of a war, the approval of 
this language by your committee is strongly recommended. 


BUREAU OF THE CENSUS 


The 1956 budget request for the Bureau of the Census will continue programs 
‘ousistent with the needs of Government and business and for completion of the 
censuses of agriculture, business, manufactures and mineral industries begun in 
fiscal 1955 and for an intercensal housing survey. 

The reports which the Bureau furnishes are those which have been found to 
e most urgently needed to measure and understand economie and social changes. 
When the economy is under strain or changing rapidly, up-to-date census reporting 
is more important than ever, and the Census Bureau has a vital part in the 
Government-wide program to produce information needed as a basis for sound 
administrative decisions. 

It is apparent that a significant national interest is jeopardized if funds are 
not provided to continue the qnnual survey of manufactures. This survey has 
many defense uses. Likewise the annual retail survey must be continued because 
it is the only direct measure of’ changes in retail inventories in the United States 
and is the benchmark for the measurement of consumer credit. There is also 
at stake a quality improvement program to assure that our basic measure of 
national unemployment may be maintained on a constant basis and will not 
be subjected to disturbing variations due to reporting errors rather than to under- 
lving changes in the labor foree. Electronic developments have brought within 
reach the achievement of further savings and other efficiencies in data processing. 
We should not delay taking advantage of this great technological advance. There 
is also important justification for the survey of State and local governments and 
an inerease in the number of households in the current population sample. 

Unless the full amount requested for the completion of the censuses of business, 
manufactures, and mineral industries is provided there will be serious delay in 
the release of these important reports, and the Departinent of Commerce will 
be unable to meet its commitment to accelerate the publication dates. The 
intercensal housing survey was proposed to mect a pressing need for facts with 
which to evaluate the amount of home building which has taken place in relation 
to the need for housing and to assist in making judgments concerning the probable 
future needs and the growth of this basic industry. 


CIVIL AERONAUTICS ADMINISTRATION 


The 1956 estimate of $159,340,000 provided for strengthening the Federal 
airways system by providing for the adequate maintenance and operation of 
air navigation facilities constructed in 1955 and prior years, and for the construc- 
tion of new facilities of types designed to further increase the safety of regularity 
of flight operations in all weather conditions. In addition, provision was made 
for the final liquidation of prior-year contract authorizations, certain mandatory 
increases in funds for operation of federally owned airports, and some expansion 
in research activities leading to the improvement of air navigation facilities. 

The effect of reductions recommended by the House Appropriations Committee 
would be to eliminate services and facililies Which I believe to be necessary for 
he continuation of the remarkable safety record achieved in the field of aviation 
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during the past several vears. Therefore, I am requesting full restoration of the 
items reduced by the House for the Civil Aeronautics Administration. As you 
know, civil aviation is continuing its almost phenomenal growth since World War 
II and the goal of the Air Force for 137 wings is proceeding rapidly to a reality, 
This means more and more aircraft are using the airspace and airspace is becoming 
one of our critical short national resources. The Civil Aeronautics is responsib|; 
for safety and regularity of flight operations and it is through the appropriatio: 
“Operation and regulation” that this responsibility is fulfilled. Any reductions 
from the estimate for this appropriation will require the elimination and ecurtail- 
ment of aids to navigation and the services rendered both civil and military avia- 
tion. We are particularly concerned with maintaining the established record of 
safety in aviation which, in fiscal vear 1954, was the best ever attained. 

The appropriation for establishment of air-navigation facilities provides for 
purchase and installation of the aids necessary to maintain the high standards o{ 
safety and regularity of flight operations. We must provide additional facilities 
and improve others if we are to keep pace with this dynamic and fast-growing 
industry. 

The two appropriations for operation of airports were reduced to the 1955 
level in spite of the fact that a substantial part of the increase was to provide for 
mandatory fringe benefits enacted by the Congress. These benefits must be paid 
and the only alternative, if the House allowance prevails, is curtailment of services 
provided at Washington National Airport and the airports at Anchorage and 
Fairbanks. 

The final item for the Civil Aeronautics Administration concerns research and 
development in connection with navigation aids and traffic control, I firm) 
believe the only long-range solution to our traffic-control problem lies in the de- 
velopment of new procedures and equipments and strongly urge that restoratio1 
for this item be granted. 


COAST AND GEODETIC SURVEY 


The estimates submitted to the Congress to defray the cost of operating the 
Coast and Geodetic Survey for the 1956 fiscal year covered only the top priorits 
legislative requirements of the Bureau. 

The $200,000 reduction in these estimates made by the House Committee o 
Appropriations applied to two extremely important items. Of this amount 
$175,000 is necessary to initiate surveys along the Louisiana and Texas gulf 
coast. In addition to the navigational hazards caused by oil exploration, there 
is for consideration the importance they have on the economic welfare of th« 
Nation as a whole; the defense effort; and the vast revenues that will accrue to 
the United States Treasury. Without these surveys, which are a part of the 
normal responsibilities of the Bureau, the Secretary of the Interior has stated 
that he cannot realize the full potential of the resources of the Outer Continental 
Shelf. 

The balance of the reduction ($25,000) is for retirement pay of commissioned 
officers. This item is imposed on the Bureau by legislation and failure to appro- 
priate for it, as well as for the gulf coast surveys, would make it necessary to 
absorb the cost at the expense of the other basic programs. Accordingly, it 
requested that the amount of the reduction made by the House Committee on 
Appropriations be restored. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The requested $7,300,000 for the Business and Defense Services Administra- 
tion for the fiscal vear 1956 provides for carrying out the responsibilities delegated 
to the Department of Commerce by the Office of Defense Mobilization with respect 
to mobilization readiness and industrial preparedness; for administering residual 
allowances for control authorities delegated to the Secretarv of Commerce; and 
for the Department’s statutory responsibilities to foster, promote, and develop 
commerce and industry including $250,000 to expand the area development 
program, and $800,000 for a construction statistics program. 

The administration recognizes that one of the characteristics of a dynamic, 
changing economy is “‘spot” or “‘local’”’? unemployment which may adversely affect 
an entire community. Further, the administration believes that we must posi- 
tively assist depressed communities in developing workable solutions to this prob- 
lem. President Eisenhower in his economic report devoted a substantial portion 
to an analysis of the factors which cause these situations. Further, he commended 
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the efforts of our Area Development Division in working with local groups and 
recommended a strengthening of this activity. 

Consistent with the President’s recommendation, we request additional funds 
amounting to $250,000 for the Area Development Division. Regrettable this has 
been denied by the House committee. I sincerely hope the budget request will be 
finally approved. 

Construction is a $55 billion industry, the largest by far of all our industries. 
It accounts for nearly 15 percent of our gross national product and generates em- 
ployment for over 8 million workers at the construction sites and in the manufac- 
ture and distribution of construction materials. 

It is a well-known fact that critically needed statistical and economie informa- 
tion about the construction industry is not available, and what is available is inade- 
quate. This condition poses a threat to the formulation and execution of sound 
publie policies as well as important private industry decisions. 

For the fiscal vear 1956, we request an increase of $800,000 for the construction 
statistics program. This has been denied by the House committee which, if sus- 
tained will not permit the Department to improve the soundness and reliability 
of the new construction activity series and to permit compilation of data on expend- 
itures for alterations and repairs. 


BUREAU OF FOREIGN COMMERCE 


The budget estimate for the Bureau of Foreign Commerce provided for full-vear 
financing of expansions provided for a part year only in fiscal year 1955, under the 
appropriation “‘Salaries and expenses’? and recognized the declining workload in 
export control by proposing a reduction of $600,000 in the appropriation for that 
activity. 

The action of the House Appropriation Committee would not permit the main- 
tenance of what I believe is a desirable program level for this activity. With 
regard to the appropriation ‘‘Salaries and expenses,” the reduction of $400,000 
would curtail the established objective to provide businessmen with the informa- 
tion and assistance from their government to carry on their foreign operations. 

During the past year the Bureau of Foreign Commerce handled over 500,000 
requests for information and assistance on foreign trade and investment matters. 
The proposed reduction of funds would necessarily mean a drastic retrenchment 
in servicing the increasing number of requests we are receiving, as the reduction 
will force the Bureau to decrease the number of personnel. 

Furthermore, I submit that it is most important that we continue our current 
activities to study carefully Soviet competition as it affects United States business 
and investment interests and such interests of the free world. 

I believe that it is imperative that the $400,000 be restored so that our present 
level of effort in these areas will not be disrupted. 

For ‘“‘Export control” the decrease of $500,000 was predicated on the assumption 
that reductions in the positive list of controlled commodities and number of 
license applications would allow for full service in the field of export control. 

Although the number of items on the positive list has been reduced by 45 percent 
as indicated in the House committee report, the actual reduction in license applica- 
tions has been only 36 percent. Furthermore, the reduction of $600,000 for fiscal 
1956 below the 1955 appropriation already recognizes a 34.2 percent savings in 
personnel directly handling the estimated reduced volume of export control 
applications. 

I assure you that the Export Control Act cannot be adequately administered 
if the proposed reduction of $500,000 is finalized. 


OFFICE OF BUSINESS ECONOMICS 


The budget estimate for the Office of Business Economics provided for an im- 
provement in the reporting of economic trends which are of major importance to 
both business and Government. The availability of current, accurate and com- 
plete statistics reflecting the state of the economy is a vital factor in the formula- 
tion of business or Government policy affecting the economic welfare of the Nation. 

To meet the requirements of the Office of Business Economics for computing the 
national income, national product, aggregate consumer expenditures and many 
other vital aspects of the economy’s state of well-being, it is important that the 
original increase of $100,000 be restored. 

Specifically, the increase is necessary for the purpose of incorporating the 
results of the census of business and manufactures into the national accounts 
maintained by OBE for the use of the business community. 
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The House committee reduced the budget estimate by $100,000 and provided 


$75,000 for a special study of unemployment throughout the country, which was 7 
not included in the estimate. P 
I should like to urge the restoration of $100,000 as originally requested. 
MARITIME ADMINISTRATION In 
. ° hudg: 
The maritime budget emphasizes that the primary objective is to foster a InJan 
privately owned and privately operated American merchant marine consisting of tion ¢ 
the most modern competitive ships capable of serving as military auxiliaries in As 
times of national emergency and of carrying a substantial portion of commerce <old | 
over essential trade routes in times of peace. sidiat 
The ship construction program calls for aiding industry in the building of more of sa 
ships with a minimum of Federal funds. It provides for the construction of 20 videc 
new ships, 1 prototype tug, and conversion of 5 other ships. The program is uml 
designed to accomplish: (1) the systematic and orderly replacement of cargo Snsenil 
ships built during or before World War I; (2) construction of national defense and 
protype ships of a type suitable for mass production in time of emergency; (3 Inlat 
construction by private account of tankers and acquisition of desirable used to OF 
tankers to meet critical shortages for national defense; (4) experimental develop- adie 
ment and modernization of the active and reserve fleets; and (5) maintenance tinue 
of a nucleus of shipyard workers capable of expansion to meet planned mobili- In 
zation demands in the event of an emergency. The reduction of $38,100,000 in comt 
the House bill affects two areas of prime concern namely mobilization potential tial t 
and research and development. This leaves us without a plan for mass construe- admi 
tion of the type of vessels needed in time of war and without the prototypes amot 
specifically designed for testing and establishing plans for mobilization use. fiscal 
I urgently request restoration of funds for this entire program. W. 
The estimate of $115 million for operating differential subsidies is based upon Hou: 
the minimum estimated requirements for the liquidation of existing contractual is ad 
obligations; they represent a conservative estimate of funds necessary for pay- it is 
ments against operating differential subsidy obligations and any reductions in zatio 
this amount will result in further deferment of payments rightfully due many no le 
of which are long outstanding. of C 
A limitation was proposed on the number of contracts the Maritime Board It is 
could execute during the current fiscal year which would obligate the Government trati 
to pay operating differential subsidy on not more than 2,000 vovages including 
voyages covered by contracts in effect at the beginning of the current fiscal vear. 
The House bill reduced the number of voyages to 1,847. This is a matter of serious 
concern since it would effectively frustrate the efforts of the Board in carrying TI 
out its responsibilities. It provides no leeway for the Board to consider appli- alm 
cations currently before it for increases in vovages to accommodate current traffic by t 
requirements. I urgently request that the needed 2,000 vovages be restored so as orde 
to permit the Board to give fair and equitable consideration to applications inde 
currently on hand. Tl 
Funds requested for salaries and expenses are geared to high priority items. Pres 
Many of these items have been deferred from vear to year and require urgent can 
consideration at this time if we are to improve the administration of the programs in ¢ 
of the agency, particularly in the subsidy areas, and eliminate serious backlogs. bene 
The reduction of $1 million by the House Appropriations Committee will not early 
only defer those plans but requires the continued deferral of needed facility polic 
repairs as well as the liquidation of backlogged preservation work on reserve fleet mad 
vessels with resultant increased maintenance and repair costs in the near future. High 
The budget included a proposed language amendment which would broaden the bi 
authority of the vessels operation revolving fund by making it available for ship econ 
operations and custody contingencies which are certain to develop but for which 2. 
no source of financing will be available. There is no known basis for computing relat 
requirements for these contingencies and it is, therefore, neither feasible nor 3. 
practical to request an advance specific appropriation to cover them. The House relat 
bill as reported makes no provision for the proposed language change. Neither econ 
does it make any provision for financing these contingent expenses through any . 
other means. These contingencies consist of expenses incident to ship mortgage impr 
foreclosure and forfeiture actions, return to the United States of ships from Wart 
Philippine Charta, the possibility of return of ships lend-leased to Russia, and thes 
repair of vessels in Maritime Administration custody where their continued safe sion 
custody would be jeopardized. Since each item of this type is of an emergency a 
character and could not await supplemental appropriation action without serious tend 


detriment or risk of incurring unnecessary outlay of funds, it appears logical to cess! 
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use the vessels operation revolving fund. It is, therefore, a matter of urgency 
that this language provision be restored by the Senate Appropriations Committee. 


INLAND WATERWAYS CORPORATION 


In accordance with established procedures, there was included in the President’s 
budget message to the Congress provision for administrative expenses of the 
Inland Waterways Corp. which is administered under the supervision and diree- 
tion of the Secretary of Commerce who also serves as Governor of the Corporation. 

As of July 1, 1958, the facilities and operating rights of the Corporation were 
sold and are now operated by the Federal Barge Lines, Inc., a fully owned sub- 
sidiary of the St. Louis Shipbuilding & Steel Co. Under the terms of the contract 
of sale the purchaser is required to perform similar service to that which was pro- 
vided by the Government and it specifies many conditions, such as the minimum 
number of trips on the various river divisions, the minimum cargo tonnage of 
less-than-bargeload lot, the minimum and maximum amount of working capital, 
and penalties for any failure to meet such requirements. Furthermore, the 
Inland Waterways Corporation is responsible for the settling of claims relating 
to operations prior to July 1, 1953, and the collection of amounts due the Corpo- 
ration. These responsibilities, under the terms of the contract of sale, will con- 
tinue until July 1, 19738. 

In order to determine compliance with the terms of the contract of sale and to 
comply with the purpose and intent of the Corporation Control Act, it is essen- 
tial that the Corporation be authorized to expend from its income the necessary 
administrative expenses, which are estimated at $14,000 for fiscal 1956. This 
amount is identical with the amount provided by the Congress for the current 
fiscal vear. 

We apparently did not point out to the Appropriations Subcommittee of the 
House of Representatives the fact that while the Inland Waterways Corporation 
is administered under the supervision and direction of the Secretary of Commerce 
it is not a component of the Department. Although the amount of the authori- 
zation requested is small, and might otherwise be absorbed, there appears to be 
no legal authority for the expenditure of appropriations made to the Department 
of Commerce to carry out the functions of the Inland Waterways Corporation. 
It is, therefore, most important that the requested authorization for adminis- 
trative expenses be allowed. 


BUREAU OF PUBLIC ROADS 


The appropriations requested for Federal-aid highways and forest highways are 
almost entirely for the purpose of liquidating contractual obligations as authorized 
by the Congress. It is, therefore, requested that these amounts be restored in 
order that we may make timely payment of the Federal share as work is completed 
under these programs. 

The President indicated in his communication of March 31, 1955, to the Vice 
President and the Speaker of the House that early completion of the Inter-Ameri- 
can Highway is the most significant single action which the United States can take 
in Central America and Panama to obtain the most mutually advantageous 
benefits to be derived from this important international project. In stating that 
early completion of this highway is a clearly established objective of United States 
policy, the President indicated the following considerations as among those which 
made him feel it is essential to accelerate construction of the Inter-American 
Highway: 

1. A completed highway will provide a very important contribution to the 
economic development of the countries through which it passes. 

2. There will be an opportunity for increased trade and improved political 
relations among these countries and the United States. 

3. The resultant increase in tourist traffie would not only improve cultural 
relations but also serve as a very important element in the development of their 
economies through earnings of foreign exchange. 

1. The existence of such an all-weather highway would be of substantial security 
importanee, both in providing overland contaet and communication as far south- 
ward as the Panama Canal, and in bringing an important physical link between 
these countries in our common defense of the Western Hemisphere against aggres- 
sion from without and subversion from within. 

The President indicated further that the stabilizing effect of these factors would 
tend to bar any possible return of communism which was so recently and sue- 
cessfully defeated in this area. 
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In preparing the estimates for early completion of the highway, we worked Itis 
closely with the Department of State. It is the considered judgment of both Wi! 
Departments that the benefits to be derived from accelerating completion of the — need a 
Inter-American Highway as recommended by the President will far exceed the — te 2P 
costs involved. 

All the participating countries have indicated that they will be able to arrange 
for financing of their one-third share of costs. Thus, it is expected at this time Last 
that the regular 2-1 basis of financing will continue in effect until the highway js ee j 
completed. wee 

I urge approval of this estimate in the full amount and reemphasize the im- , aa 
portance of compieting this highway in 3 years. ‘ 19 

As the President indicated in his letter, the United States Government has eo" so 
thus far invested over $50 million as its share of constructing the Inter-American ~ phe 
Highway to its present point of completion. Maximum return from our invest- 4 
ment cannot be fully realized until all these countries are linked together and with | i 
the United States. a 

In line with the President’s statement, early completion of the highway is io 
expected to result in the development of stronger, more independent, and more ie virs 
durable economies in the participating countries. Such development has been J ic. has 
retarded in large measure by the lack of surface transportation. It follows that bene: 
strengthened economies would lead to elevating the standards of living, particu- re 
larly in areas hitherto barred from economic progress by lack of communication " t} 
Elevation in the standard of living is generally recognized as a strong safeguard Meee 
against subversive influences. a "lit 

As an example of economic benefits, the completion of a main highway will “~ B 
encourage local building of feeder roads over which farm and other products BB .. i 
may be taken to market. This should encourage development of new agri- De 
cultural areas and lead to general development of natural resources. Similarly, mt . 
completion of the main highway should stimulate intercountry communication Si 
and promote better economic and political relationships. Moreover, improved = oa 
access to these countries would open up new possibilities for investment of United * ha 
States capital and would promote free trade with this country. P 1 a 

It is expected that sites for hemisphere defense will be linked by the highway : 
thereby expediting the movement of critical materials—and that these countries en 
will become more effective in defense against a common enemy. 

As indicated in the President’s statement, these countries would increase their 
earnings through foreign exchange resulting from tourism. American tourists The 
traveling in these countries are expected to increase greatly in number and we may favora 
expect more of the Central American people to visit us. In addition, it is expected JJ jain o 
that, among other ways, international amity will be promoted at the citizen leve vision 
through firsthand observation of local cultures and exchange of ideas. EU BB extent 

I strongly feel that we should remain alert to our international interests and JB that + 
responsibilities, particularly as they relate to these neighboring countries whose JJ peeooy 
lot is inevitably cast with ours in matters of defense and economic growth. | FR aytho 
sincerely believe that early completion of the Inter-American Highway, as recom- In « 
mended by President Eisenhower, will greatly advance these interests and put us [J quotir 
several years ahead in a vital area of international responsibility. 17: 

NATIONAL BUREAU OF STANDARDS encou: 

The work of the National Bureau of Standards is in direct support of the — 
national economy and its technological advancement. Scientists, industry, and aoe a 
Government all rely on the Bureau for increasing precision of measurements Bi... | 


: : prise 
and research on the properties of materials. 

The desired increase in programs of the Bureau have been carefully worked out 
by advisory groups representing the scientists in Government and industry who 


stands 


tribut 


must rely on the National Bureau of Standards for these services. The activities in 
of a supporting nature have in turn been developed in accordance with basic § Mer 
technical requirements. vane | 
It is appreciated that the House action in providing increases for fiscal year JB... 
1956 over funds available for 1955 of $1,010,000 under the appropriation ‘‘Ex- _*? 
penses”’ and of $745,000 under the appropriation ‘‘Plant and equipment,” has 
recognized the essentially important work of this Bureau. 
The reductions, however, in the estimates as contained in the President’s budget, 
will only permit the partial fulfillment of the programs as outlined which were Se 
geared to a need for closer alinement of the Bureau’s basic work with the overall By] a 
requirements of the Nation. These objectives have been well defined and must D ; 
be met with a minimum of delay. They cannot be accomplished without financial Cpe 


support. 
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rked It is my sincere hope that this committee in analyzing the requirements as they 

both fe will be presented in detail will find it possible to subscribe to the justifications of 

F the (g need and in so doing approve the estimates for fiscal year 1956 in and for both of 
the @ the appropriations, and in the full amounts requested. 

ange WEATHER BUREAU 

time 


Last year I informed this committee in my general statement that the opera- 
tions of the Weather Bureau had been reviewed by an advisory committee com- 
posed of eight nongovernmental meteorologists under the chairmanship of Joseph 
J. George. This committee completed its work too late to include in estimates 
for 1955 those items requiring added appropriations to the Weather Bureau. 


has Therefore, these estimates represent the first opportunity for me to endorse and 
tan BH present appropriation requests for some of the improvements recommended by 
vest- BE the advisory committee. Most of their recommendations have been or are being 
with implemented without increased appropriations, but I have found that some of the 
_. gp more important ones will require added funds. Two such items are contained in 
Y 18 these estimates. 
er First, an increase of $2,910,000 in the Weather Bureau’s appropriation for 
CCl “Salaries and expenses.”’ Most of this is for weather observing and weather 
that analysis activities being transferred from the Department of Defense and does 
be not represent an increase in the total meteorological activities being maintained 
100. by the Government. 
uard second, a new and separate appropriation, ‘“‘Establishment of meteorological 
will facilities” for $5 million, to be available for 4 years, is proposed. This will permit 
ee the Bureau to obtain radar and other recently designed electronic equipment for 
eat locating and tracking severe local storms and for observing and reporting other 
Sf weather conditions. 
arly, It is indeed gratifying to note the recognition given this highly important 
site operation of Government as indicated by the House action; however, the estimates 
ee submitted in the President’s budget for fiscal vear 1956 are urgently needed as 
uted HF outlined and have my full support. 
& I strongly recommend to this committee that the $200,000 reduction in the 
hie appropriation estimates ‘‘Salaries and expenses”’ be restored. 
fr GENERAL PROVISIONS 
heir 
rists The budget document proposed several general provisions which I believe are 
may H favorable to the efficient administration of the Department of Commerce. Cer- 
cted BH tain of these provisions were not allowed by the House committee. These pro- 
leve visions related to limited transferrabilitvy of funds and authorized to a limited 
! B® extent utilization of such transferred funds for entertainment expenses. I believe 
and J that this committee will agree that the costs of official entertainment should be 
hose recognized as an official expense. Your consideration of restoration of these 
. | BB authorities is requested. 
om- In coneluding, I would like to summarize briefly the foregoing proposals by 
it Us MH quoting part of the budget policies of the President’s budget message of January 
res 
“* * * the Government must do its part to advance human welfare and 
encourage economic growth with constructive actions, but only where our people 
the fg (2unot take the necessary actions for themselves. As far as possible these steps 
‘iad should be taken in partnership with State and local government and private 
ents Mcuterprise. We must do our part to provide the environment for our free enter- 
; prise svstem to keep employment high, to create new jobs, and to raise the 
Feel standard of living. We must broaden the opportunity for individuals to con- 
who IE uibute to the growth of our economy and enjoy the fruits of its productivity. 
‘ties lhe programs proposed herein contribute directly to these goals and clearly 
ae reflect the policy. 2 ; F 
p Members of my staff and office and bureau heads will be available to provide 
voar GET committee with such information or assistance which may be required in 
‘py. Spoour consideration of these requests. 
has 
OFFICE OF THE SECRETARY 
lget, 
were Secretary Werks. I will proceed and take up some points on which 
oe I want to touch with respect to the several offices and bureaus of the 


vcial Department. 
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Do you want, Mr. Chairman, to have me cover one particular office 
and then have questions or should I go on through with my statement? vol 
Which way do you propose to handle it? 

Senator HoLLanp. Mr. Secretary, I think that any method in whieh, 
you want to approach the matter will be satisfactory to the subcom- 
mittee. We are perfectly willing to forego questions on any one of 
the subdivisions of your statement until after you have completed 
the statement if you want to handle it that way. {iol 

Secretary Weeks. Then I will cover each of the subdivisions and pos 
if there are questions, perhaps we can have them at that point. 


IT am dante the House report here. The first item is the Offic: . 
of the Secretary. We had $2,050,000 last year and our estimate this ita 
vear was $2,300,000. One hundred and twenty-two thousand dollars wel 
of it was a transfer in the estimates from the Business and Defens: 


Services Administration which was allowed by the House recommenda- mit 
tion. One hundred and twenty-eight thousand dollars was cut out act 
by the House. {iol 
[ would hope very much that we might have that restored. 
| would like to say a word about it. 
The amount covers, in the first place, the Office of Strategic Infor- 


mation which is an office that the National Security Council asked us pos 
toset up. IT would be glad io answer any questions on that particular nec 
item. 1 will go along through the other items in the $128,900. They the 
involve the annualization of certain posts in the Under Secretary fo 

Transportation’s office, ine luding the Deputy Under Secretary, whict r Co 
post has been recently filled; also some additional positions in several we 
of the offices of the Office of the Secretary; for example, in connectior an 


with the security work we asked for 4 more, moving - total up to 
20. That security work covers both the personnel and the physica! 
security of the Department. On the physical end of it, we are no! 


} ] 
doing what we should and the personnel end needs to be padi the 
in our opinion. sys 
DEPARTMENTAL MANAGEMENT pre 

I would like to say that this Office of the Secretary, I assume it is tro 
known, is not merely the office of the Secretary. It includes a wid ! 


variety of operations that are, as | would put it, encompassed in thi tro 
overhead of the De ‘partment, the management. It is the management wo 
section of the Department of Commerce. the 

We have made some cuts in the overhead all through the Depart- 
ment and the effectiveness of the manner in which the several Bureaus 
operate is to a considerable degree, of course, determined by the man- 
ner in which this management section supervises the operation. 

Senator HaypeNn. A dollar spent on good management can save ace 
many dollars in the Department. 

Secretary Werks. Yes, sir; that is what I want to say, exactly. 

We think we can show that some of the overhead throughout the 
bureaus has been reduced as a result of improved management. are 

[ would urge this restoration, not because it is in my personal 
office, but because it is in the manage nent office. The title given to dif 
this particular Bureau of the Department is the wrong title. It is 
the Management Section of the Department. 

[ have no further comments on the Office of the Secretary. 
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Senator HoLtanpb. Mr. Secretary, let me ask you this to point up 
your request: You ask gr gua of the amount of $128,000? 
Secretary Weeks. Yes, si 


POSITIONS COVERED BY REQUEST 


Senator HoLtanpb. According to my figures that represents 10 posi- 
tions eliminated by the House. Will you state terseiy just what those 
positions are? 

Secretary Weeks. I have a sheet here. Yes; it does cover 10. 

Senator HoLLaNb. From the sheet which you have passed around, 
it appears that the 10 positions which were stricken out by the House 
were distributed—S8 of them to the departmental staff services and 2 
of them to the administrative services. In order that the ana 
mittee may understand clearly just what has been done and how this 
action will cripple vou, if it would, please state just what those posi- 
tions are and what functions would be hurt by striking them out. 

Mir. Nretson. Mr. Chairman, we have requested four positions for 
security control—to handle our security operations within the Depart- 
ment which ineludes physical security. In addition, there are 2 
positions for the Office of Budget Management, | of which we feel is 
necessary for our accounting svstems activities. In accordance with 
the Budget and Accounting Act, we have to establish proper account- 
ing systems within the Department which have to be approved by the 
Comptroller General. We are in the process of doing that now and 
we have about 5 or 6 Bureaus in which we have not vet established 
an approved system. 

ACCOUNTING SYSTEMS 


We have in that office right now two men and a secretary. With 
the size of the Department, it is a tremendous job to establish these 
systems, so we are requesting that these two additional positions be 
provided, 

Senator Honttanp. Do vou have a recommendation of the Comp- 
troller General on that matter’ 

Mr. Nretson. We do not have a recommendation from the Comp- 
troller General, Mr. Chairman, for two additional people. We are 
working closely with the Comptroller General’s Office in setting up 
these accounting systems which the Comptroller General has to 
approve, 

In the personnel office, there are two additional positions requested. 

Senator Bripges. Mr. Nielson, to get it clear, I understand—or 
I] think T understand—that under administrative services it is a better 
accounting system. What are the eight? 

Mr. Nrenson. Senator, the 8 which I am giving vou are 4 for 
security, 2 for budget and management, and 2 for personnel. 

Senator Bripces. Then the two under ‘Administrative services” 
are different? 

Mr. Niecson. The two under ‘Administrative services” are 
different. 

Senator BripGes. What are they? 
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DEPARTMENTAL LIBRARIAN 


Mr. Nigevson. One is for a departmental librarian and the other 
for a secretary, in order that we can have some overall direction of 
departmental libraries. We have in practically each of the bureaus a int 
library operation and this would be a professional individual to handle 
the overall policy direction of those libraries. 

Senator BripGes. Do you have a librarian in each division? on 

Mr. Nievson. We have a library in nearly all of the bureaus. 

Senator BripGes. And trained librarians operating them? SEC 

Mr. Nretson. Trained librarians, I would say, in most of those 
positions. 

Senator BripGes. This is sort of a superlibrarian, is it? 

Mr. Nievson. We have a departmental library in the Department 
of Commerce Building, which services not only the bureaus in the 


building but the outlying bureaus, because we have not been able to vo 
put the books in all of the bureau libraries. If we did, there would ! 


be some duplication, so there has been an effort to maintain them in col 
the departmental library. 

Senator Bripces. Who runs it now? 

Mr. Nretson. We have a person in charge of the library at the 
present time, but as I recall, at about a orade 12 position. We think 





it is necessary to establish a position at a higher level to handle the wo 
overall library facilities. : 
the 
LIBRARY DUPLICATION 
Senator Haypen. Did the General Accounting Office, as a result " 
of its investigation, think that there was a waste of money in dupli- | 
cating library work? on 
Mr. Moore. We had a survey made by three of the best librarians ad 
we could find in Government, headed by a man named Paul Howard. 
They went over our nine various libraries and came to the conclusion 
there is a tremendous duplication because each was working by itself. 
There was no supervision or coordination. We spend about $745,000 no’ 
a vear in our libraries. ( 
[t was recommended that we put some supervision over our activi- ser 
ties so as to curtail duplication of expenses and literally have 1 depart- pel 
mental library with 8 branches. 
Senator Haypen. The theory was that a good man on this job could 
more than save his salary? 
Mr. Moore. That is right, and a great deal more than his salary. 
plo 
PROSPECT FOR SAVINGS 
: not 
Senator Bripces. Next year you would come in with a reduction of Th 
appropriations for libraries. tin 
Mr. Moorr. That may be possible. the 
Senator Bripces. You would normally come in with a reduction if 
this man is efficient. 
Senator HoLutanp. Senator Smith? 
Senator Smiru. Did I understand that this $128,000 cut by the ‘ 
House is for new employees—or employees already on hand? col 
Mr. Nretson. The request here would be for new employees, except har 
as noted on the sheet for the $26,925, which is for annualization of pos 
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certain positions within the executive direction of the Department, and 
$25,000 required to annualize operations of the Office of Strategic 
information. 

Senator SmirH. In other words, it is for additional employees and 
increased salaries in some cases? 

Mr. Nreuson. That is correct. 

Senator HoLuanp. I think I have that picture fairly clear, except 
on the security part. You said four of these new positions are in your 
Security Department. How many employees handling departmental 
security, do vou now have? 

Secretary WEEKS. Sixteen; this would be twenty. 


TOTAL PERSONNEL 


Senator HoLLAND. This would raise that number to 20. What is 
your total number of personnel employed by your Department? 

Secretary Werks. About 44,000, but not all in Washington, of 
course, 

Senator HoLtianb. Of the 44,000, how many do you have concen- 
trated here in Washington? 

Secretary WEEKs. Roughly 14,000. 

Senator Hotanp. And the rest are scattered pretty well over the 
world, are they? 

Secretary WrEks. Mostly in this country. The number outside of 
the country is not large. 

Senator HoLtanp. Where would these new security employees be 
stationed? 

Secretary WreEks. We would have them all here in Washington. 

I would like to ask Mr. Moore or Mr. Nielson if they care to comment 
on the physical aspect of the security, which we have not felt was 
adequate. 

SENSITIVE POSITIONS 


Senator HOLLAND. I would be glad to hear the comment. I was 
not quite through. 

Of your 44,000 employees, how many positions would you say are 
sensitive to the degree that security checks need to be made on the 
persons in them? 

Secretary WrEks. Twenty-one thousand. 

Senator HoLLanp. Twenty-one thousand. 

Secretary WrEEks. Yes. 

Senator HoLuanp. Have checks been made on your present em- 
ployees filling those 21,000 positions? 

Mr. Moore. Yes. We have gone over the checks. They have 
not all been evaluated yet. We have about 5,000 yet to evaluate. 
The papers are all in but we have two men who spend most of their 
time evaluating those papers. That has been a tremendous job in 
the last 2 or 3 years. 


SECURITY LOAD PAST ITS PEAK 


Senator HoLtuanp. I understand that, and I am sure that the 
committee would want to be generous in ‘this matter, but if you have 
handled the matter up to the point that all of the 21,000 sensitive 
positions have been checked, and all of them evaluated but 5,000, 
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it would seem to me that you have passed vour peak load well back 
in the past. 

What comment would vou make on that? 

Mr. Moore. We have, of course, continuing replacements or turn- 
overs and, in addition, we would like to have the security people get 
into our physical security, something that thev have never had time 
to do. When I talk about “physical security,” [ am talking about 
buildings and the rest of these things where we have to start taking 
some action to see that we do have proper security in our Department, 

Senator HoLLanp. Well, now, to what buildings do vou refer? 

Mir. Moore. I can take vou right down to our main Commerce 
Building where on Saturdays and Sundays our auditorium and our 
aquarium are open and we do not have suffictent guards to keep the 
people away from the rest of the buiiding. They can walk up any 
stairway and go through the building. We want to cheek those 
things. 

We want to put in a new system of Dasses, We have no idea how 
many thousand passes we have put out. We want to draw those in 
and reissue passes. 


RESPONSIBILITY YOR POLICING 


Senator HoLLaAnp. When vou speak of security personnel vou are 
not covering vour police? 

Mr. Moore. That runs under GSA. 

Senator HoLtitanp. You have just said that vour trouble on these 
weekends is a lack of policing. lt occurs to me that that is not a 
security matter. 

Mr. Moors. It has been a lack of proper procedures, too. 

We hope to get barriers in to keep the public out of our pleees, 
We hope to go through and carefully analvze the various offices to 
see if they should be blue-sealed or not. 

There is a tremendous amount to be done in that Department. 


NATURE OF DEPARTMENT'S MATERIAL 


Senator Haypen. Aside from a lovaltv check, is there information 
that the Department has that somebody could get and use for his 
own private advancement, statistics? 

Mr. Moore. You mean in our various offices? You mean sensitive 
material? There is a lot of it. 

Senator Haypen. I do not mean against loyalty or in an effort to 
destroy the Government, but vou do compile information and co 
know what is going on, and people in business could protit by it. 

Mr. Moore. One of our most sensitive areas is the export control 
area, where we have sensitive facts about firms and the items which 
we control. Those are behind a door with glass in front of it. They 
can be broken and entered into at anvtime. 

We have a situation in Patents where we have some very, very 
sensitive patents, and we are trying to build a safe and keep those 
locked up. Items like that have to be continually checked by a 
security officer to find out what the sensitivitv of the items is. 

Senator HoLLaAnpb. Are there anv further questions on this subject? 
If not, we will go to the Bureau of the Census. 


tie 
‘a 
and 
( 
My 
dul 
On, 
But 
que 
tha 


ten 
Dr. 





ire 


Se 


to 


ion 
his 


ve 


rol 
ich 
1eV 


COMMERCE AND RELATED AGENCIES, 1956 25 


BuREAU OF THE CENSUS 


Secretary Werks. In the Bureau of the Census, Mr. Chairman, we 
had $6,200,000 last vear and asked for $7,400,000, which the House 
committee cut back to the same amount we had last vear. L think 
the only point I can meke on this particular salary and expense item 
is that we had a vear ago, or almost 2 vears ago, a survey made by a 
committee of experts in this field, headed by Dr. Watkins of Dun & 
Bradstreet, and they pointed out work, that they thought should be 
done that has not been done. 

We have tn this particular account a number of items: The program 
for the survey of manufacturers, the retail survey, the expansion of 
sample and other i improvements in the current popul: ition survey, the 
survey of State and local government finances, and so on. 

Now, Lam quite free to say that in this area is the question of you 
can do so much and vou can do so much more. It is a question of 
how much should vou do. The economy is growing vear by year, 
und, as I shall try to point out, in some other areas of our business 
operations, in Commerce, I think we have to keep pace with the growth 
of the economy. 

Census statistics relating to business are important and I feel that 
we ought to be doing more of it. 

Now, conversely, in the next item, the census of agriculture, we 
originally asked for $6 million to complete the census of ag ‘iculture. 
The House cut that to $5,500,000. I would ask vou to bear in mind 
that these estimates are made up about a vear ahead of ne so to 
spe ak. For example, we are beginning now to werk on the fiscal 1957 
budget. Since the figures were assembled and the $6 million re- 
quested, the management survey that we have been engaged in in the 
census operation has produced some savings. We now, all within a 
month or 6 weeks, have come to realize that we cxa do this job, I 
think, and finish it up, for the $5,500,000 that the House has allowed 
ls, 


RESTORATION NOT REQUESTED 


Senator Ho_LANb. In other words, you are not asking for restor- 
ation of that half million dollars? 

Secretary Wreks. We are not asking for restoration of that item, 
and that is due to the work we have done in this management survey. 

On the other hand, on the census of business, manufacturers and 
mineral industries, we would like to see that restored, because it is a 
different type of census, a different method of obtaining figures and so 
on, which the Director of the Bureau of the Census will explain to vou. 
But in this census of business and items pertaining to business, it is a 
question of doing a medium job or a better job and getting figures 
that are important to the overall economy. For example, the last 
item, for the Intercensal Housing Survey, $500,000, was taken out. 
Dr. Burns of the Council of Economic Advisers, has felt very strongly 
that we should do more in the housing field, and later I will call to 
your attention, under the Business and Defense Services Adminis- 
tration, some work that we think we ought to be doing that was cut 
out by the House in the field of construction statistics. 

We have had the best people we know in this business take a hard 
look at the operation, and at the kind of statistics that are needed by 
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this continually growing economy of ours. If we have but $6,200,000, 
we will work on that, but I feel that we ought to do more in this 
area 

NEED FOR DATA ON HOUSING 


Senator Haypen. Particularly with respect to housing, everybody 
knows that that has expanded all over the United States. 

I do not know what the nature of the information is that vou gather 
which would be helpful. 

Would it be building construction or financing of housing, or what 
kind of information to get? 

Secretary Weeks. Well, the statement in the letter sums it up as a 
pressing need for the facts with which to evaluate the amount of 
home building which is taking place in relation to the need for housing 
and to assist in making judgments concerning the probable future 
needs and the growth in this basic industry. 

Of course, construction this year will be at the highest point in our 
history. I think the last figures I saw were an estimate of $41 billion 
for new construction—the biggest we have had. It is a large factor 
in the economy. Everybody with whom I have talked has felt that 
we are not getting construction figures sufficient or accurate enough, 
to give us the kind of information that we ought to have. 


HOUSING BOOM 


Senator HoLuaANb. There is really a housing boom on the way, is 
there not? 

Secretary Werks. Very much so. 

Senator HoLianp. It would occur to me that it is highly necessary 
to keep up with the essential facts in an industry that is stretched way 
out of proportion and which does involve so much employment an 
so much turnover at this time. 

Secretary Wreks. I have always made the point that if heavy 
industry moves, the soft goods go along with it. Therefore, I think 
our greatest attention should be placed on the heavy industries, be- 
cause they are the backbone of our whole economy today, steel, 
automobiles, construction, and so on. 

That is all I have to say on the census, sir. 

Senator HoLuanp. I notice that the House struck the housing item 
entirely. 

Secretary Werks. Yes, sir; they did. 

Senator HoLtuanp. And you are asking that it be entirely restored? 

Secretary Wrrks. Yes, sir. 

Senator HoLLtanp. You are asking for a restoration of all items in 
the Bureau of the Census that were stricken by the House except 
the half million dollars for the agricultural census completion. 

Secretary Weeks. That is right, sir. 


Civit AERONAUTICS ADMINISTRATION 


Senator Hotitanp. Proceed to the next item. 

Secretary Weeks. On civil aeronautics, Mr. Chairman, I come 
first to the question of operation and regulation, which was cut 
$3,150,000. Now, in that connection, I simply have this to point 
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out: that the air business is growing by leaps and bounds and that 
means that the operation of running the airways and running control 
towers and managing the safety of flying has to be pushed up gradually 
as the business grows. 

| think that if we do not have that $3 million, we will do less in 
several areas of the safety and flight regulation operation. 

Now I come to the next item, which is the establishment of air 
navigation facilities and coupled with that the airport construction 
item, grants-in-aid for airports. 


AIR NAVIGATION FACILITIES 


In the air navigation facilities, the House dropped our recommenda- 
tion by $4,500,000, and increased the grants-in-aid for airports by $9 
million. 

These two items we have tried to take into consideration as one 
approach to the overall problem, and because of new developments 
in the air-safety devices and what not, we have felt very strongly that 
we should lay the emphasis this year on the equipment and develop- 
ment of safety in flying. The airways are becoming increasingly 
crowded. For example, I flew yesterday from New York to Washing- 
ion. We were routed by way of Lancaster, Pa. 

The whole question of air safety and the increasing crowdedness of 
airlanes is a problem, a very serious problem. 

An item that ought to be mentioned at the same time is air naviga- 
tion development, which the House cut $950,000. We work in that 
eld with the Defense Department. I think their request was for 
$4 million and ours was for $2 million. 


INCREASING AIRPORT CAPACITY 


There is one item in this particular field which I might call to your 
attention. There is a problem being investigated by the Massachu- 
setts Institute of Technology which, if it comes out successfully, would 
substantially increase the capacity of, for example, the Washington 
Airport. 

We can get into the Washington Airport under bad flying ccndi- 
tions—instrument flight regulations—about one landing or takeoff 
every minute and a half. They are shooting—in this development— 
for a landing or takeoff every 30 seconds, which would increase the 
capacity of an airport by 3 times if it came out that way. 

The House put $9 million more on airport construction, and inci- 
dentally they specified or suggested that the criteria be changed so 
that some of the money might be put into the smaller airports. 


AIRPORT CRITERIA 


We establish criteria after careful study and today flying is of such 
inature that it is better in my opinion to develop our airports that are 
used the most and therefore fit into the safety pattern than it is to put 
noney, as has been the case in the past years, into a lot of airports 
where there isn’t much use and no facilities for bringing in aircraft 
in bad flying conditions. 

So I sum it up by simply saying that in our judgment it is better 
\o place the emphasis, and I would for a year or two strongly lay the 
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emphasis, on air navigation development and air navigation researc), 
projects, which, as I say, we do in company with Defense, than to 
put it into airports that could use it certainly but where from 
safety standpoint, it is not as important. 


CROWDING OF AIRWAYS 


We established in commercial flying the best vear last vear that we 
have had in the history of flying. So you might say, “Well, vou are 
doing well enough,” but the use of flying is growing so continuall 
and constantly that I think we have to ‘keep. pace with it and this 
crowded condition of the airways is one of the real problems today 
and is getting worse all the time. 

They have right along the Atlantic coast blocks set aside for defens: 
requirements and you have these hot planes going over your com- 
mercial traffic and coming in back of it and landing under it. It is 
& very serious situation on which I do not want to be a scaremonge 
at all, but I believe we ought to keep hard at it. 


AIR NAVIGATION SYSTEMS 


Senator HoLtLtanp. Mr. Secretary, we have all heard, of course, of 
the controversy over the relative merits of the present air navigatio! 
system now in use and the so-called TACAN system, and of thi 
recommendations of at least some of the military experts looking | 
substitution. 

Would vou please tell us the latest information in this field and, 1! 
vou will, give us your own expression. as to the wisdom or unwisdom 
as to the new polic: v of substitution which has been deve loped by th 
Air Coordinating Committee? 

Secretary Weeks. I will sav a word or two about it and ask Mi 
Rothschild, Under Secretary for Transportation, to enlarge on what | 
Sav. 

My belief is that we will go to TACAN eventually, that it is the bes 
system, but we cannot come to it right away, so we continue along fo: 
a few vears on VOR and DME equipment for which we have in th 
budget this vear for new equipment and maintenance of VOR an 
DME equipment about $10 million. 

Senator HotLtanp. Mr. Rothschild? 

Mr. Roruscuitp. Mr. Chairman, the matter of which of thes: 
systems is better and how they shall phase in and out has been th 
subject of a considerable investigation on the part of several com- 
mittees of the Congress. 

To simplify the story a bit and to tell it to you in as few words as 
possible, it shapes up something like this: VOR is the system which 
tells you where you are. DME ts the system that tells you how fa 
you are from a point. 


“TACAN’’ SYSTEM ADVANTAGES 


In the TACAN equipment, you get both of those results with « 
single piece of equipment. Besides that, TACAN has some very 
marked superiorities over VOR and DME in combination. The Air 
Coordinating Committee with its specialized personnel which seem 
to be qualified to give attention to and advice on the subject has 
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concluded on a national executive policy basis that the theory of 
having a common system is still the solid theory and that we must 
have only one system. 

Senator HoLLanp. Do you mean for civilian and commercial 
travel on the one hand and military on the other? 


NEED FOR COMMON SYSTEM 


Mr. Roruscuitp. We must have a common system which will 
serve both civilian and military operations. Confusion would be 
rampant if we had two, and they have decided that the proper way 
to approach this is that VOR and DME continue in existence as long 
as necessary in order to serve the airways until such time as TACAN 
is ready. 

That has been variously estimated at from 5 to 10 years, 10 years 
on the part of VOR, a minimum of 5 years on the part of DME. 
TACAN, it is hoped, will be ready for commercial installation in 
about 7 years. Therefore, this represents a phasing-out and phas- 
ing-in operation which will serve to give us the best system then 
known, and it will entail the expenditure of a lot of money, but the 
feeling is pretty widely held, I believe, that we cannot do with 
anything less than the best. 


INVESTMENT IN PRESENT SYSTEMS 


Senator HOLLAND. What is the present amount of public money 
invested in the present systems? 

Mr. Roruscuip. $116 million, I believe, sir. 

Senator HoLtLaNnp. That includes all public money? 

Myr. Roruscuitp. That includes all public money in VOR and DME. 

Senator HoLLaAnp. How much of public investment would be 
required to substitute TACAN? 

Mr. Roruscuiip. That isn’t precisely known as yet, sir, but the 
estimates are that on the basis of equipment, for equipment the cost 
will be about the same per installation. 

Senator HoLLANp. You mean by that that you think that the 
public investment require ‘d would be in the neighborhood of the same 
amount, $116 million? 

Mr. Roruscuiip. | think that is about right, sir, although that is 
not precisely known, because some substantial elements of the e xisting 
equipment are convertible to the new use, and it has not definitely 
been determined as to how far that possibility exists. 


INVESTMENT IN GOVERNMENT PLANES 


Senator HoLLano. What investment would be required on the part 
of the Government as to the military planes that it owns? 

Mr. Roruscuitp. The airborne equipment per installation is about 
the same for either svstem, Senator. 

Senator HoLLtanp. How much does the Government have invested 
in the equipment in present military planes? 

Mr. Rovruscui_p. Somewhere between $1,300 and $2,000 per 
airplane. 

Senator HoLttanp. Do you think the TACAN system could be 
installed in each plane at approximately the same amount? 
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Mr. Rornscuriip. That is correct, sir. 

Senator HoLuanp. That would also prevail in the case of the 
privately owned planes? 

Mr. Roruscuivp. That is right, sir. 


WISDOM OF SUBSTITUTION 


Senator Hotianp. Mr. Secretary, did you answer that part of my 
question in which I suggested that you indicate your own feeling as to 
the wisdom or unwisdom of the substitution of the new plan for the 
old? 

Secretary Weeks. Well, my judgment is that we should move as 
fast as we can to the new equipment, but you cannot get there right 
away, so we have to continue with what we have. 

The fact that you would have to lose your investment in the present 
equipment does not bother me. 

In the manufacturing business, if you buy a piece of equipment 
today and someone comes along a year from now with a better one, 
you put it in fast. I am quite convinced that we are coming to 
TACAN and we ought to come to it as fast as we can, but we cannot 
get there right away. 

Senator HoLtanp. You mean by that that, as it becomes possible 
to convert, you convert in one part of the country, or in certain areas, 
and leave the old system in effect in other areas until you can gradually 
convert? 

Secretary Werks. I would have to ask Mr. Rothschild. 

You would not do it in one fell swoop, would you? 

Mr. Roruscuiip. It could not be done at one time. It could not 
be manufactured that rapidly, Mr. Chairman. 


PATTERN OF INSTALLATION FOR TACAN 


The probable pattern would be that the military planes would be 
the first equipped with TACAN in order to experiment and develop 
the equipment to a point where it could be available for commercial 
use on a reasonably good basis. 

Senator HoLtanp. Would it be installed as duplicate equipment in 
the first instance so that the planes could be guided, in that area where 
the TACAN equipment was not in, by the old system? 

Mr. Roruscui.p. I think the military plan is to phase it on some- 
thing like this kind of schedule: that they would be taking their 
newest equipment and equipping it with TACAN. They would be 
taking some of their medium-aged equipment and having duplicate 
equipment in the planes, and their oldest equipment they would not 
plan to convert. They would just plan to wash that out as the planes 
became too old for use. 

Senator Hottanp. Would it be planned to operate both control 
systems for a time while the conversion was taking place? 

Mr. Roruscuiip. It would be planned to operate the ground 
systems or both systems for a while. 

Senator HoLLanp. That involves a duplication of expense for 
personnel during the operation. 

Mr. Roruscuivp. A slight duplication; yes, sir. 
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USE OF PRESENT SITES AND FACILITIES 


Senator HoLtuanp. As to ground facilities, would vou have to dupli- 
cate the site or could you use the same site for both sets of facilities? 

Mr. Roruscuitp. Not only the same sites, but the ground equip- 
ment itself is largely convertible from one system to another. 

Senator Honianp. All right, sir. 

Secretary Wrereks. May I say one word, Mr. Chairman, on the 
general civil aeronautics thing? 

Senator HoLuanp. Yes, Mr. Secretary. 

Secretary Werks. I would like to leave this thought as emphatically 
as I may: that we are not well advised unless we put our emphasis on 
the navigation facilities and the navigation research. If we want to 
do both and bring the airport construction in, too, that is another 
thing, but if it is a question of doing one or the other, for the present, 
| would rather do the navigation work. 


OBLIGATIONS TO COMMUNITIES 


Senator HoLLanpb. On that point, what do you say about whether 
or not we are keeping faith with communities that have issued bonds 
some time ago and are paying interest on the bonds and have the 
money in the bank all under arrangement with CAA? Do you not 
think there is some obligation there to move ahead and meet that 
community’s problems? 

Secretary Weeks. Well, if there was a moral commitment made 
with Airport X, if the city or State had understood that we would 
put up the money to match on the proportionate basis, and they had 
cone and sold bonds and were paying interest on the bonds and could 
not proceed with the work, then I would say something should be 
done. 

T cannot tell you offhand, Mr. Chairman, how many conditions 
of that character there are. 

Do you have detailed information? 

Mr. Roruscuiip. I do not have it with me. 

Secretary Werks. I do not think that conditions of that character 
ure very numerous. 


OUTSTANDING AIRPORT COMMITMENTS 


Senator HotLtanp. Well, the statement made in the House report 
vives me concern, and I quote it: 

Testimony also indicates that many cities are paying interest on bonds issued 
several years or more ago to raise funds to participate in this program. The 
committee believes that this program should be continued at a faster rate than 
proposed by the 1956 budget if the local communities are to be expected to con- 
tinue to cooperate. Furthermore, it is uneconomical to continue to appropriate 
funds in small amounts * * *, 

No specific facts are stated in that part of the report and, Mr. Roths- 
child, do you have the facts showing what commitments have been 
made as to what cities and what amounts would be involved to meet 
those commitments? 

Mr. Roruscuitp. May we supply that for the record, Senator? 

Senator Hottanp. Do you have those facts? 

Mr. RoruscuHi.p. Yes, sir. 

63332—55——3 
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Secretary Weeks. Certainly we would be glad to get them. Ni 
Senator Hottanp. We would like them supplied for the record, requ 

if you will. we t 
(The information referred to appears on p. 51.) 


REASON FOR EXCEEDING BUDGET lacki 

; This 

Senator Haypen. That would be an argument, it seems to me, Mr. onhe 
Chairman, for going over the budget as the House has done for con- 
struction, but it does not appear to justify taking money away from 
other important activities in order to find the money. 

The House apparently knew that it had to stay within the budget 
total and it robbed Peter to pay Paul. 

Senator HoLianp. I certainly was not attempting to justify that 
method of procedure, but I can see that the House committee or any 
one else might feel that the good faith of the Government was involved 
if commitments have been made to communities a long time ago and 
they have issued bonds and have sold them and are paying interest criti 
and the money is in the bank and yet nothing has h: appen ed. Ce 

I know that there are security questions involved there. They may 
not involve as many people. They may not involve as heavy traffic 
but they do involve vital questions of safety. 

My recollection is that a larger number of great disasters have not se 
occurred in the best controlled airports but instead at other spots and info. 
they are bound to have a real place in this picture. At any rate, your s« 
facts that you supply will give us some help on that. do i 

Secre tary Weeks. We will have them for vou, sir. time 

Senator Hotianp. I thoroughly agree with Senator Hayden that se 
is an unsatisfactory policv to rob one necessary part of the program inch 
to add to another which is highly valuable and may be also regarded the 
as a hecessity. the 

Before you get away from the CAA, do we understand you are neec 
asking for restoration of every item cut by the House committee on Pen 
that agency? and 

Secretary Werks. Yes, sir. seal 

Senator Hottanp. Do we understand that you are opposed to the fish, 
House committee’s increase of the estimate by $9 million? they 

Secretary Weeks. The executive position on that is that we would up t 
be opposed to it, yes. We wouldn’t recommend more than what we hotl 
did recommend which was $11 million. impr 

Senator HoLianp. In effect, you have said that that unbalances 
your program, if I have understood you. 

Secretary Werks. Yes, sir. 


Coast AND GEODETIC SURVEY 


Senator Hottanp. All right, sir. Now the Coast and Geodetic 
Survey. 

Secretary Werks. The amount we had last year was allowed. 
The extra amount of $200,000, which was disallowed was for some 
work in the Gulf of Mexico that the Interior Department was anxious 
to have pushed along. 

For example, on this chart is Alaska. You will see that the modern 
surveys are in green, and the yellow indicates the surveys required. cons 

stat 
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Now, the modern surveys means surveys since 1929. The surveys 
required are either inadequate or totally lacking and in fiseal 1955, 
we are doing these indicated as red. 

If | may have that other one here, you will see that on the west 
coast, the green are since 1929, the yellow are required or totally 
lacking. We did the red spots last year. This is the gulf setup. 
This section is anxious for more work here on account of ‘the under- 
water oil lands. 

Senator HoLtanp. We have heard about that. 

Secretary Werks. Here is what we did last vear in red. In my 
judgment, they do a good job at the Coast and Geodetic Survey. 
The Bureau is well run, and it is just a question of how much you 
want to do. 

We are not up to date, as we should be, but it gives you an idea 
of how much there is to be done in that field. 

That is the only comment | have on this particular Bureau. 

Senator Holland. In other words, the faster we do the work in the 
critical places, the sooner we will know what the facts are. 

Seeretary Weeks. Yes, sir. 


INVESTMENT IN KNOWLEDGE 


Senator HoLLAND. That is just an investment in knowledge and 
information, is that right? 

Secretary Wrexks. Well, that is what I would eall it. If you could 
do it faster, | would like to see it done faster. I think we are behind 
time on the whole program. 

Senator HoLLaANp. | notice that the points that you have indicated 
include not only work on the questions of the gulf bottoms—where 
the problem of production of oil and gas is right on us, in areas where 
the United States itself is the proprietor—but that also you have 
needs in critical areas in the Alaskan vicinity which lie between the 
Peninsula of Alaska and Siberia, immediately between the Russians 
and ourselves, and also in those areas which are very important for 
seal production and for knowledge of the movements of anadromous 
fish, which go up there, and come back to the various places where 
they saw the light. The quicker you do this project of modern work 
up there the sooner you will know the facts which need to be known 
both for national defense and for the better serving of those two 
important industries; is that correet? 

Secretary Weeks. In Alaska, technically, as vou saw by the chart, 
there have been a lot of surveys which are either inadequate or lacking 
entirely. 

[t is too bad that you could not spend a lot of money to do it all in 
| year, but you couldn’t have the people to man the equipment 
anyway. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Senator HotLuanpb. The next item. 

Secretary Weeks. The next item is ‘Business and Defense Services 
Administration.” 

The effect of the cut involves the work that I spoke of before of 
construction statistics, and there we had $800,000 for the construction 
statistics program which was completely disallowed. 
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I will make it as forcefully as I may, because, as I pointed out 
before, I think these construction statistics are very essential. We 
ought to do something about it, and it is a matter that is continually 
brought to our attention by Dr. Burns and the Council of Economic 
Advisers. 

AREA DEVELOPMENT WORK 


We also have had in there an area development item which was 
disallowed of $250,000. That is a setup where we are operating today, 
but not adequately. It is a setup involving areas that have a dis- 
tressed labor employment situation: Se ranton, Pa.; Lawrence, Mass. 
Those are some of the principal ones. 

We are trying and I think have been somewhat helpful in showing a 
new distressed area how other places have worked out of their difficul- 
ties, and so we have felt that we could do more work and be helpful 
in that particular situation, and asked for $250,000, which was not 
allowed. 

CONSTRUCTION STATISTICS 


The other $800,000 was for the construction statistics. We are 
asking a restoration of both and obviously we think it is not only 
desirable but essential. 

That is all I have to say on that one, Mr. Chairman. 

Senator HoLuanp. That is on Business and Defense Services 
Administration. 

Secretary Werks. Business and Defense Services Administration. 

Senator Hayppn. It seems to me, Mr. Chairman, that the Depart- 
ment is in @ very advantageous position to be able to go in and say in 
other places, “Based upon our experience, if you take certain steps, 
you can get yourself out of this difficulty,” because they would have 
no way of getting that information. 

wig gene | Weeks. There is nothing that the Federal Government 
can do, really, in direct tangible aid, except unemployment compen- 
sation ain things of that nature, but we can give them the experience 
of other communities and give them good advice and helpful advice, 
and I think we have done it in some cases, but would like to do it in 
others. 

Senator Haypren. It does not cost a lot of money to give them the 
know-how. 

Secretary Weeks. It only takes a little. 


OTHERS SURVEYING UNEMPLOYMENT 


Senator Hotianp. Is there any agency of the Government that is 
surveying these problems of unemployment and seeking to give 
advice and information in connection with them? 

Secretary Wrerxs. Not in this manner, sir, that I know of. 

Senator Hottanp. The Labor Department is not making such 
surveys? 

Secretary Werks. I am sure we are not duplicating there. 

Mr. Teetor? 

Mr. Terror. We are not duplicating the work of the Labor 
Department. 
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Senator Hotutanp. My enna is that the Labor Depart- 
ment is making surveys in those areas. I am not acquainted with 
the nature of those surveys. 

Is it true that they are making those? 

Mr. Terror. They make surveys and work with our area develop- 
ment. When we send a man or several men into one of these districts, 
frequently somebody from the Department of Labor goes along. 

We work together on the problems in trying to find ways and means 
to help this community to help itself. 


INSTANCES OF HELP GIVEN 


Senator Haypen. It might be helpful if you could cite some 
instances of where you did give information that was helpful. 

Mr. Treror. Let's take this eastern Kentucky situation, which has 
been troublesome. 

We have had men go down there and carry with them all the things 
that other communities have done to go about getting industry: 
Why an industry might not want to get into that area; tell them these 
things would have to be corrected; they need schools, roads, better 
transportation, better water systems; get the communities aroused to 
what they must do. 

That has been done in several of these areas in eastern Kentucky, 
and in the Pennsylvania anthracite fields, which is a troublesome area 
also. 

RELATIONS WITH LOCAL GROUPS 


They work with the State development boards and the commerce 
departments of the States, the local chambers of commerce. 

We have executives of chambers of commerce in our office almost 
daily getting the ideas that we have culled from all over the country 
of things that they can do, things that they can use, and we just do 
not have enough help to do this job the way we think it ought to be 
done. 

The amount we are asking is only $370,000 for the whole job. That 
probably is not e cai but it would be a lot better than what we have 
now, which is only $120,000. 

Some local chambers of commerce spend that much. We are 
trying to cover the whole United States on a similar basis with not 
very much more money. 


LETTER FROM UNITED STATES CHAMBER OF COMMERCE 


Senator Hotianp. I think this is an appropriate place to insert in 
the record a letter which Senator Hayden, as chairman of the full 
committee, has received from the Chamber of Commerce of the United 
States asking the restoration of three items, one of which was in the 
Bureau of the Census. They do not ask for full restoration but the 
larger part of it. 

Second is in this field which you have just been talking about and 
they ask for restoration of $800,000 in the Business and Defense 
Services Administration. 

The third is in the Office of Business Economics, which we have not 
come to yet, but I think this is the appropriate place to insert the 
letter in the record. 
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(The letter referred to follows: ) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., March 28, 
Senator Carn HAYDEN, 
Senate Office Building, Washington, D. C. 

DraR SENATOR Haypen: The Chamber of Commerce of the United States 
urges you, as a member of the Department of Commerce subcommittee of the 
Committee on Appropriations, to give favorable consideration to the followi: 
items in the Department of Commerce budget: 

Bureau of the Census, $18,527,733 

Susiness and Defense Services Administration, $800,000 in increased funds 
improve construction statistics 

Office of Business Economies, $997,000. 

Bureau of the Census is the principal factfinding and statistical ageney of thy 
Federal Government, collecting and publishing statistics extremely important to 
American business. The 1956 budget includes funds for completing the 1954 
censuses of agriculture, business, manufactures, and mineral industries, and for 
a new intercensal housing survey. The chamber vigorously supported appro- : 
priations for the 1954 censuses last vear, and now urges appropriation of the funds Mths 
required for their completion. S: 

The intercensal housing survey for which $495,000 is requested in the budget 
of the Census Bureau is needed to provide up-to-date data on the Nation’s housir 
supply and characteristics. No information is available since the 1950 housing 
census, and since then over 5 million new dwelling units have been constructed 
This is a relatively inexpensive way to give us new and much needed informatio: 
about our housing inventory 

The Census budget also includes $7,307,733 for the current programs of employ- 
ment and unemployment, population, wholesale and retail trade, production of 
manufactured commodities, and similar statistics. Funds are included to improve 
the labor-force statistics, to secure more data on employment and unemployment 
and to compile additional statistics on expenditures, receipts, and changes 
debt of State and local governments. These are much needed improvements ir 
these extremely valuable current statisties of the Census Bureau, and are supported 
by the chamber. 

susinessmen use these construction figures almost daily in connection wit! 
their own business operations. Several million workers are employed in putting 
up the new buildings and other structures and in supplying the materials, equip- 
ment, and furnishings which go into these structures. These millions of workers 
depend for their jobs upon active construction markets, and active construction 
markets in turn depend to a large extent upon the initiative and foreknowledg 
of many thousands of businessmen. <A great deal of this foreknowledge in turn 
depends upon the Government’s construction statisties. 

Competent committees of the national chamber | 


part 


whit 


have gone over these two 

items with great care and fully support both. The $800,000 is to be used by the 

Business and Defense Services Administration of the Department of Commerce 

to increase the accuracy and reliability of present estimates of construction volum¢ 

for schools, factories, streets, hospitals, farms, utilities, State and local construc- 

tion, and all other private construction except housing which is taken care of by 

the Bureau of Labor Statisties. The volume of this work amounted to more 

than $20 billion in 1954. About one-third of the present estimate of the volume \ 
of private construction work is little better than an informed guess. With the ence 
additional increase in the budget it would be possible for the Department of appl 
Commerce to undertake direct collection of data in this field and greatly improve 
its present estimates. 

In addition, the $800,000 additional requested expenditure will enable the 
Business and Defense Services Administration for the first time to get the infor- 
mation on alterations and repairs for all major classes of construction The vol- 
ume of this fix-up market, exceeds $15 billion, vet no current information is avail 
able. Further, this additional expenditure will enable the Business and Defense 
Services Administration to make surveys of resicential vacancies which will pro- 
vide nationally and, for selected areas, estimates of the number and kinds of tion 
vacancies in residential properties. This is a matter of great importance, particu- the 
larly with questions being raised as to whether or not we are overbuilding. 

The Office of Business Economies preperes national income and product data ‘ 
measures and analyzes current and long-term business trends, and computes Assi 
the baiance of international payments. The 1956 budget is increased $126,000 
over 1955 expenditures, primarily to revise its benchmarks, using data from the 
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1954 census of business. These statistics are widely used by business, and the 
chamber urges approval of this appropriation. 

The Government itself is concerned with Commerce Department statisties which 
have been desiened as these have been to assist in the making of poliev decisions. 
It is important that these statistics should be accurate. At the present time many 
of these statistics need improvement. They could be made accurate and more 
tin ely ly the proposed increased expenditures bv the De partment of Commerce. 

Cordially yours, 
CLARENCE R. MILEs. 


BurEAU OF ForREIGN COMMERCE 


Secretary Weeks. Shall I proceed with the next item? 

Senator HoLttanp. The Bureau of Foreign Commerce. 

Secretary Weeks. I would like to ask Mr. Marshall Smith, Deputy 
Assistant Secretary for International Affairs, to say a word on this 
particular item. [ will, however, preface whatever remarks he may 
make by commenting on these two items. 

Salaries and expenses are cut back below last vear’s appropriations, 
which were $2 million. They have been cut back to $1.8 million. 

Last year I pointed out that we were oper: iting with substantially 
less people than Mr. Hoover operated with in that area when he was 
Secretary of Commerce 25 vears ago. We tried last vear to stimulate 
some interest in getting the Commerce Department back in the busi- 
ness of serving business, as foreign commerce is an important field and 
| should feel very badly if we did not have at least the funds that we 
had last year and [ should hope we might move ahead a little. 

On the other item, export control, last vear there were some reduc- 
tions in the number of items controlled on the embargo list of what is 
called the COCOM Committee in Paris that sets up the list of items 
to be embargoed and items on the surveillance list and the quantitative 
list. 

Those lists were reduced and therefore, apparently the House 
committee thought that we could cut down on a proportionate basis 
to the number of fewer items there were on the reduced lists. 

We actually asked for about $500,000 less. It was cut another 
$500,000. I do not think we can operate effectively in this field with 
that amount for export control. 

Mr. Smith, will you comment on those two items? 


EXPANDED SERVICE TO BUSINESS 


Mr. Smirx. Mr. Chairman, the Bureau of Foreign Commerce was 
encouraged last year by the Senate decision to restore $500,000, 
approximately, of the appropriation requested. We were able, as a 
result of this restoration last year, to modestly expand some of the 
services to business in which this bureau is heavily engaged. 

We were not able, however, to give full satisfaction demanded 
by business. 

Another aspect of other than business promotion is the fact that 
we have in this Bureau become very heavily involved in the prosecu- 
tion of the cold war. The Bureau of Foreign Commerce has assisted 
the State Department and the mutual defense assistance coordination 
work under Governor Stassen and have for that purpose set up in the 
Assistant Secretary’s office a staff which functions in that field. 
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In addition to that, and indirectly connected with it, are the BFC 
technical assistance operations. They relate to positive actions which 
the administration has proposed and which Congress generally, I think 
has endorsed, actions designed to raise the living standards of countries 
which are underdeveloped in industrial, commercial, agricultural a 
other areas. 

EFFECT OF HOUSE REDUCTION 


If we were to be required to get along with the appropriation su 
gested by the House, it would mean two things: We would first hay 
to reduce our aids to business at a time when business is asking an 
needing more assistance in the field and at a time when our exports 
are expanding. 

Senator Haypen. Is this not true, that the Congress has taken th 
position in the enactment of legislation, at least soon to become law, 
that is designed to encourage foreign trade? 

Mr. Smiru. Yes. 

Senator HaypEN. So the work that you do would dovetail right into 
that program that Congress has adopted? 

Mr. Smiru. Yes, si 


TRADE BEHIND IRON CURTAIN 


Senator Haypren. That is No. 1. No. 2 is with respect to restric- 
tions on trade with the countries behind the Lron Curtain. 

It is true that the list of commodities has been reduced because, all 
that we are concerned with is that they do not get things that will b 
of material military advantage to them. 

On the other hand, any trade that is beneficial to us or to the rest 
of the world that we have with them cannot do any harm and ther 
must be a certain amount of it. 

Mr. Smiru. Very well put, Senator. 

I might also say, in connection with the east-west trade control 
problem, that there are two aspects to that, both of which do not 
appear from the House committee’s analysis or judgment rendered i: 
the form of this reduced appropriation. 


EXTENT OF WORK REDUCTION 


The reduction of positive list items was approxims uitely 45 percent 
and relates only to the controls on trade with friendly countries. We 
are still conducting, as effective if not more effective, control over 
trade with the Communist countries than we did a year ago so that 
you might say that part of the work has been reduc ed, but not to the 
extent that the list reduction would seem to indicate. 

There are also what you might call somewhat fixed expenses in- 
volved in this operation which vélets to enforcement and inspection 
by the customs service. 

We could, if we were forced to, live with this reduced appropriation, 
we could do it in one or two ways, either by reducing the quality of 
our overall enforcement of the law or by eliminating certain phases 
which would, for example, be abolishing : all controls over trade with 
friendly countries and merely concentrate on the control directly 
involved in the inspection of outgoing cargoes with the help of the 
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customs service to prevent any clandestine movement of goods 
behind the Iron Curtain. 

sut you see, if we gave up all control over all movements to the 
friendly countries, we might not have anv way of knowing whether 
they would circumvent it through a friendly country. 

Senator Haypen. That could happen. 

Secretary WrrEks. Yes, sir; too often, I think. 

If there are no further questions, [| will go to the next one? 


SUPPORT FROM STATE DEPARTMENT 


Senator HoLLAND. I have a question to ask you relative to some 
State Department items which we are going to have to pass on very 
soon lying in the same field. 

The estimates of the State Department include two items in which 
| think your de — nt has a direct interest and on which you 
probably have some firsthand knowledge. 

These two items are the proposed increase for trade commissioners 
and trade reports. Do you care to comment on those two points for 
our benefit? 

Secretary Werks. Before Mr. Smith comments, I would say that 
that goes back to the fundamental basis of the kind of information 
that we get from our trade commissioners abroad and the manner in 
which we get it and the degree of contact that we have in the Com- 
merce Department. 

You will recall that originally, prior to 1932, the trade commis- 
sioners’ commercial representatives were directly under the Commerce 
Department where, personally, I think they should be. We worked 
out a very satisfactory arrangement with the State Department. 

They have a point of view which is not without substance and so we 
tried to work out an arrangement that would give the agency charged 
with promoting and fostering foreizn trade and foreign commerce 
what it needs and, at the same time, get the State Department in on 
the proposition from the standpoint of foreign relations. 

Now, Mr. Smith, will vou enlarge on that a little because this is an 
item that we are ve rv much concerned with? 

Senator HoLtanp. You know, of course, the House committee 
disallowed both the items in the State Department bill for these 
purposes? 

Secretary Weeks. Yes, I know it very well and feel very strongly 
about it. We hope we can do some ‘thing with it here and in the House 
because I think it is important. 

I do not know what the status of it is before this committee at the 
present time, but it is an item that I would prefer to discuss with the 
committee later. 

Senator HoLitanp. The committee is writing up the bill this after- 
noon so if you would give us something right now, it would be helpful. 

Mr. Smiru. I am very glad to have the opportunity, Mr. Chairman. 
I did have the opportunity to testify before both the House and the 
Senate committees in behalf of the State Department. 

Senator Hotianp. You did? 

Mr. Smitu. Yes, sir; we have here two related but quite different 
problems. 
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NEED FOR ECONOMIC REPORTING 


The economic reporting activities of the foreign service are the 
source from which we derive a good part of the information that is 
published and which is used to answer inquiries from business which, 

came in last vear at the rate of 500,000 per annum. If we did not 
“scr this material collated and in published form, obviously we could 
not possibly cope with that volume of inquiries. The extent to which, 
we could do that depends upon the effectiveness of the Foreign Service 
reporting. 

The State Department maintained that they need another $] 
million or, in other words, the restoration of the cut which they 
sustained in 1953 in order to satisfy the needs of the Commerce 
Department for business and economic information of a great variety) 
of which I can leave with vou, if you would like, some charts and 
records explaining in more detail what this is. 


SOURCES OF INFORMATION 


Senator Hottanp. Do I understand that vou are forced to rely 
for your sources of information on reports made by the State Depart- 
ment emplovees? 

Mr. Smitu. Yes, sir. 

Senator Hottanp. Why should they be under the State Depart- 
ment? 

Mr. Smirx. Well, there was a time when they were not. I would 
not want to try to pass judgment on the desirability of undesirabilit) 
of it. In fact, I think if the State Department were able to do what 


they say they want to do and what they have assured us they would 
do, that it would be really perfectly satisfactory to us. The mere 
fact that these people would be on State Department payroll would 
be no handicap. 


NEED FOR TRADE PROMOTION 


But, leaving for a moment this question of reports, we come to the 
other aspect of the problem which is one of trade promotion and it 
gets back to what Senator Hayden has said about the general accept- 
ance of the idea that international trade has to expand for many 
reasons, including our own selfish reasons as well as others. 

But, to effectively promote trade, we need people abroad who are 
not generally found in the State Department. It takes men who 
understand business, who know how to operate abroad, and know what 
the needs of businessmen really are as distinct from the relatively 
standardized and simple work of gathering business, financial, and 
trade statistics. 

In other aapmy we look upon the trade commissioner as the man 
who would be in the forefront of our trade expansion efforts. They 
have to be men who know how to do business abroad; that is the 
fundamental difference between the more formal activities of the State 
Department in the economic field which covers many things other 
than trade, and our primary de ‘votion to trade in which the State 
Department, we believe, is presently deficient and that is no criticism 
of the State Department. 
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I think they are in agreement with that estimate of their capabilities 
and that is the reason they have agreed with us that they should make 
the request for the $600 000 appropriation. 

Senator Hottanp. You mean the State Department has agreed 
that these employees ought to be transferred back to the Department 
of Commerce? 

Mr. Smitru. No, sir. 

Senator HoLLaNnpb. I would be shocked if I found that that was the 
case. 


COMMERCE DEPARTMENT TO NAME PERSONNEL 


Mr. Smiru. No, but they are quite willing to take on people that 
the Commerce Department will recommend and who will work solely 
for the Commerce Department. 

Secretary Weeks. Barring a complete retransfer, this is the next 
best thing and something we both think we can live with. 

The basic thing to get is a knowledge or realization on the part of 
those engaged abroad in commercial aspects of this picture that they 
have a closer tie-in with the Commerce Department; that we have 
some responsibility as to who they are, how they are trained and how 
they operate. 

TRADE FAIRS 


Senator Ho_tanp. Next item I want to ask about, Mr. Secretary, is 
the subject of trade fairs. 

There has been a great deal of publicity, both favorable and unfavor- 
able, about this subject and I am going to ask about it in some detail 
when we have a hearing of the Bureau of Foreign Commerce about 
this, but I wonder if you have any comment to make about the basic 
controversy that seems to exist as to the purposes of these as between 
the Foreign Service of the State Department and the Commerce 
Department representatives. 

You know of that controversy, do you not? 

Secretary Weeks. Well, | do not know, Mr. Chairman, of a con- 
troversy. In fact, there are two points of view. One is a propaganda 
point of view, and one is the trade point of view. 

As far as controversy goes, it is my understanding that in my 
absence we came to a complete understanding and agreement as to 
how we would operate if we operated. I will say this, that 1 am cer- 
tain, after having had a look at some of our operations at these trade 
fairs, that there are great possibilities for development of trade, and 
that the trade aspect is the one that the Commerce Department has 
tried to emphasize and thinks should be emphasized. 


COMMERCE VIEWPOINT ON FAIRS 


I do not know, as I say, of any real difference of opinion. Now, 
there are some spots, obviously, for example, in Berlin, where there 
would be a propaganda aspect that possibly would not exist in Hanover 
or Paris or Birmingham, England, or wherever it might be. There 
are properly two points of view, but as far as the Commerce Depart- 
ment is concerned, the deve lopment of a trade point of view is the 
one we stress, the one we believe in, the one we believe is capable of 
being helpful in the picture. I do not think now there is any real 
difference of opinion on the matter 
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Senator Hotianp. All right, sir. We will go into this matter in 
further detail when the Bureau of Foreign Commerce is before us. 


Orricrt oF Bustness Economics 


Now we will go to the next item, the Office of Business Economics, 

Secretary Werks. The only thing I have to say there, Mr. Chair- 
man, is that the House, in effect, cut $100,000 but then put $75,000 
back for a specific purpose. The purpose is all right and we would 
be glad to accomplish the purpose to the best of our ability but it 
does not cover the amount we recommended because it is $75,000 of 
the $100,000 that would be earmarked for studies of unemployment. 


NEED FOR KEEPING PACE WITH BUSINESS 


The economy is growing all the time. The gross national product 
is going up every year. We think that these business agencies, BDSA 
and the Bureau of Foreign Commerce, ought to grow eradually as 
the economy grows, in order to kee p pace with the information that 
is used by business and helpful to them. 

I have no other comment on that. 

Senator HoLtLanp. In other words, it would appear that they have 
cut you only $25,000 but in fact they have cut you $100,000 and put in 
$75,000 for a new purpose? 

Secretary Werks. That is right. 

Senator HoLianp. That brings us back to the question I asked a 
while ago about duplicating services by another department. 

Is not the Department of Labor making an exhaustive study of 
unemployment, the amount and causes? Would not this to that ex- 
tent duplicate such a study if this appropriation stood? 

Secretary Werks. My offhand comment would be that it would. 

Mr. Teetor, do you want to comment? 

Mr. Treror. Mr. Chairman, I do not know exactly what the 
House Committee had in mind to do with this $75,000 but at the 
present time we are not duplicating the work of the Department of 
Labor. They got most of their labor statistics from covered employ- 
ment under the Unemployment Compensation Act and they got their 
record from that, which leaves out a great bulk of the working people. 

The Department of the Census is the agency that is responsible for 
the total labor force report, and they work with the Department of 
Labor, so there is no duplication of work between the two agencies 
at the present time. 

DUPLICATION OF WORK 


Senator HoLLaANpD. Suppose this new setup, though, was created 
to spend $75,000 on a special checkup of unemployment in the office 
of business economics, would or would not that be a duplication? 

Mr. Teeror. If it is — I think it means, it would be a duplica- 
tion of what we did last yea 

Senator HoLuanp. It ead be a duplication of what vou are doing 
under the Bureau of Census and the Department of Labor is doing 
on its check? 

Mr. Tretor. I do not think it would involve the Department of 
Labor, if I understand what they mean. 
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They want the labor-force figures improved and we want the same 
thing. Last year we had a committee headed by Professor Stephan. 
They spent many days looking at our methods. They were people 
who were expert in this field; all outside people. They made recom- 
mendations of things that we should do to improve these labor-force 
statistics. 

We want to do those things. We want to increase the size of 
the sample. 

Secretary Weeks. Which we did. 

Mr. Trnror. We did once but we need to increase It some more. 
[t is not large enough for the accuracy that Is needed in this field. 
We want to put in some quality controls. 

All of that was in the census budget and all of it was removed by 
the House. This $75,000 was substituted, 


WORK ALREADY DONE 


Now, it seems to me that to spend $75,000 in the Office of Business 
Economics to investigate and make recommendations for improving 
these labor-force statistics would be a duplication of work that has 
already been done. 

If we can have the necessary funds in the Department of Census 
that we asked for to improve our labor force statistics, we will improve 
them. We know what to do. Further investigation, we feel, is 
unnecessary. 

Senator HoLLaNb. In other words, you come back, do you not, to 
the item reduced by the House? 

Mr. Terror. It is part of that $1.2 million. 

Senator HoLLAND. In the salaries and expenses item of the Bureau 
of the Census where you were reduced $1.2 million? 

Mr. Terror. Yes, sir; that is part of it. 

Senator Hontanp. Your feeling is that if a special effort is to be 
made to improve your facts and reporting on labor unemployment and 
the like, that the restoration that you have requested there directly 
affects that and that is the place for that subject to be considered 
rather than by setting up a special isolated effort at this place in the 
budget? 

Mr. Trnror. Yes, sir; that is what we think. 

Senator HoLuanp. You think it does not come under the functions 
of the Office of Business Economics? 

Mr. Treror. No; they are not set up to do that. 

Senator HoLtianpb. All right. 


MARITIME ACTIVITIES 


Next, I believe we have the Maritime Activities. 

Secretary Werks. The first item is ship construction. The request 
was cut $38 million. The only point on that is that it is up to the 
Congress to decide how much they want to spend for ship construction. 

The operating-differential subsidy is running certainly at the rate 
of $115 million and there was a $25 million cut from that and the 
item will have to be restored later in the supplemental because we 
are spending the money under the law and that cut cannot stand if 
the Government proposes to pay its bills. 
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Salaries and expenses; I would like to ask Mr. Rothschild to com- 
ment on that. I will pass that for a moment and let him comment 
on it and also on the maritime training, and there is no comment 
needed there because the appropriation is what we asked for. 


STATE MARINE SCHOOLS 


You go down next to the State marine schools, for which we did 
not ask any appropriation, and the House has restored what we had 
last year with a little more added to it, $660,000 against $610,000. 
[It is a question of where you do this training and should you do it 
in both places. We came to the conclusion in our study that we had 
better go along with the Kings Point Academy and we need _ not 
continue the State marine schools; that we could do it in our own shop, 
so to speak. 

I would go back for a second to the operating-differential subsidy. 
A request is made for 2,000 voyages limitation. I think we have 
1,847 now, one thousand eight hundred-some odd. 

Mr. Roruscuiitp. Exactly. This voyage-limitation approach is 
entirely new. In the past our vovage limitations have applied to 
those voyages actually made during any 1 fiscal year and the present 
time it is proposed that the contract authority of the Federal Maritime 
Board be limited for the future by the imposition of a numbered 
amount. 

PREVIOUS LIMITATIONS 


Under the previous operation we were limited to 1,600 actual voy- 
ages a year but it is impossible for anyone to predict 18 months to 2 
vears in advance exactly what the state of trade will be throughout 
the world, so that the Federal Maritime Board makes contracts 
with the various private operators which have a maximum and 
minimum. 

That maximum and minimum applies to the number of voyages. 
We have been able to operate under the 1,600 limitation, although 
it has been very tight and would not serve again for the next year, 

This proposal, however, to limit the contract authority would limit 
the Board’s ability to develop maximums by way of contract with 
the operators and we could not live under the 1,847 limitation because 
that would preclude the possibility of adding any new voyages to 
existing operators or adding any new operators to the program. 

We will need a minimum of 2,000. If the operation is to be limited 
by way of contract authorization, then we would need a minimum of 
2,000 vovages. 

Senator HoLLaNpb. You are addressing yourself to the operating- 
differential subsidy; is that it? 


LANGUAGE AMENDMENT 


Mr. Roruscutip. No, sir; I am addressing myself to the matter of 


language amendment, voyage limitation. 

Mr. Nretson. In our appeal letter on page 8, there is an appeal 
for this voyage-limitation change that does appear under the operat- 
ing-differential subsidy title. 

Senator Hotianp. I do not find that mentioned in the report. 
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Mr. Rorascuiip. You will find it mentioned, sir, on page 11 where 
it refers in the limitations and legislative provisions on page 11 of the 
House committee report in connection with operating-differential 
subsidies. 

Secretary Werks. The middle of page 11. 

Senator HoLLanp. That is what I said; you were speaking to that 
division of the bill that deals with operating-differential subsidies. 

Mr. Roruscutip. Yes, sir; but not the money part of it. 

Senator HoLLaNnp. I understand. 

Secretary Wreks. Mr. Rothschild, do you want to comment? 


2,000 VOYAGES YEARLY NEEDED 


Senator HoLuanpb. In other words, rather than the 1,847 voyages 
n any 1 calendar vear, you are asking for 2,000? 

Mr. Roruscnuinp. Yes, sir. 

Senator Hottaxp. What has been in force up to this time, 1,600? 

Mr. Roviscuiip. 1,600 actual vovages, sir; but this is contract 
uthoritv for the Federal Maritime Board for the future. You see, 
il of these contracts are either 10-, 15-, or 20-vear contracts and if 
they do not have the authority to contract for a minimum of 2,000 
ovages, the program simply cannot be operated the way the Congress 
vants it operated. 

If it would be preferred, the actual voyage limitation under which 

‘have prey ously operated, vou might want to consider that again; 
tha would not limit the contract-making authority, it would only 
nit the nun be er of voyages during a fiscal year. 

Senator HoLLaAnp. And that was 1,600? 

Mr. Roruscuitp. That was 1,600. 


EXPIRATION OF PRESENT LIMITATION 


Senator HoLtLanp. Has that law expired? 

Mr. Roruscuiip. That limitation applied only to 1955 fiscal vear. 

Senator HoLianpb. In other words, with July 1 that limitation will 

pire? 

Mr. Roruscuitp. Yes, su 

Senator HoLttanp. Now, what is suggested here is a different type 
f limitation than what you have had before? 

Mr. Roruscuitp. That is correct, sir. 

Senator HoLLanp. You want a limitation that applies to contrac- 
tual authority. Do you want it coupled with a limitation that applies 
to the total number of voyages in any 1 year? 

Mr. Roruscuitp. No, sir. Either one would do the job. 


DUAL LIMITATION 


Senator HoLtntanp. But you do not think that they should both be 
cones d, so as to allow you greater number for contractual author- 
v but still place a limitation on the number realized in any 1 year? 
“he Roruscuiip. Well, that is a new proposal, sir, and we Lave 
not had time to figure that one out. It would appear to be pretty 
highly restrictive. 
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Senator Hotutanp. How have you been using the contractual 
authority in the past? 

Mr. Roruscuiup. We have had no limitation on the contractual 
authority of the Federal Maritime Board until now, sir. 

Senator Hottanp. How have you pieced out the performance 
come within the 1,600 limitation? 

Mr. Rornscnitp. We have done it by assessing the world requir 
ments for voyages and apportioning those voyages on the routes wher 
they seem to be most necessary within a fiscal year. 

Senator HoLianp. That means that with some of the lines th: 
number of voyages actually accomplished has not equaled what was 
required under their contracts or authorized under their contracts? 

Mr. Roruascnitp. It means in some instances that the contrac 
requirements have been modified for a vear or 2, depending upo 
the trade requirements of those particular routes that vear. 


AUTHORITY UNDER CONTRACTS 


Senator Hoiitanp. Does the Board retain authority under the 
contract to do that modification? 

Mr. Roruscuiip. Yes, sir. 

Senator HOLLAND. It seems to me then that under such an arrange- 
ment the committee should consider two things: One, limitation of thi 
contractual authority, and the other the limitation of the performance 
which requires payment and which is, it seems to me, much mor 
important to limit than the contractual authority. 

Mr. Roruscuiip. It seems to me that it is a Important to lin 
the number of annual vovages than it » limit the contractual 
authority. 

Senator HoLLanp. What you are trying to sav is that this new 
language is not acceptable or vou prefer not to have it. 

What would vou prefer to have in place of it? 

Mr. Rovuscuitp. | presume the Federal Maritime Board would 
prefer to operate without any limitation, Senator. 

Senator HOLLAND. Like most bureaus, | would think that would be 
the case but, assuming the Congress intends to have some kind 
limitation, what kind of limitation could you work better under? 


DESIRABILITY OF ANNUAL LIMITATION 


Mr. Roruscuitp. Drawing on my experience as Maritime Admin- 
istrator and Chairman of the Board, I would think that it would be 
an easier problem to have the limitation on an annual basis so far as 
actual vovages are concerned. 

Senator HoLLaNnp. Is 1,600 adequate? 

Mr. Roruscuitp. Not for next year; no, sir? 

Senator HOLLAND. How many would be adequate? 

Mr. Roruscuitp. | will have to get those figures for you. 

Senator Hottanp. Will you be prepared to go into this exhaustively 
when you come back to the committee with the detailed estimates? 

Mr. Roruscuiip. Yes, sir. 

Senator HoLtitanp. The next subject? 

Secretary Weeks. Do vou want to add anything to the items as I 
run down them—ship construction, operating differential? 
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Mr. Roruscuitp. | would like to comment a moment on the ship- 
construction program. 


TANKER TRADE-IN PROGRAM 


You will recall, Mr. Chairman, that under the 1955 budget there 
was authorized enough money to provide for the trade-in of 20 older 
tankers and the subsequent building by private mdustry and with 
private capital of approximately 10 new tankers at no cost to the 
Government so far as the new building was concerned, the Govern- 
ment paying only the depreciated value of the traded-in tankers. 
Those tankers then went into our reserve fleet and served to raise the 
character of the vessels in the fleet and, in fact, became the only tankers 
which we had in the reserve fleet. 

We asked for a similar authorization and money in the 1956 budget 
and the House committee cut that im half. We have a serious de- 
ficiency of tankers for mobilization day in our active fleets and in our 
reserve fleet. This is a method by which the fleet is being built up 
ul minimum cost. 

We would strongly urge that that be restored because we have 
already contracted for 6 new tankers under the present authorization, 
and we think we will contract for the 4 remaining ones before the end 
of this month. 

We will, therefore, have exhausted all of our current authorization. 


NEW SHIPS PROPOSED 


In addition to that, we have proposed some other shipbuilding 
items, 2 cargo ships at a cost of $5 million apiece and one 20-knot 
tanker. There is no such tanker in the American fleet. The 20- 
knot tanker would be at a cost of $13.5 million. 

We also ask for research and development funds of $5 million which 
would include the conversion of another Liberty ship. We are 
presently converting four under our current authorization and this 
would contemplate the conversion of one more Liberty to a still 
higher speed than those presently in the conversion process. 

In addition to that, we would need the administrative funds 
carry out that program if the program were authorized in toto. 


RESTRICTIVE LANGUAGE 


There is also some language in the House authorization which 
vives us enough money but restricts our opportunity of finishing up 
the Liberty ship conversion which we now have underway and we 
should like to have that language changed, sir. 

Mr. Weeks has spoken about the operating-differential subsidies. 
As you know, that is a matter which comes up each year and we are 
obliged to come back for supplemental appropriations in order to meet 
the bills which have been incurred under contractual arrangements 
with the operators. 

Senator HoLLtanpb. | thoroughly agree with that. I think that the 
amount you are going to need ought to be appropriated in the regular 
bill. Otherwise vou have the uncertainty as to time of pryment. 
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Let us go back to the language you just referred to in the ship- 
construction features. Is it the language, “that no funds shall be 
used to commence construction,” and so forth, “of any vessel until 
the total Federal funds to complete such work have been appropriated” 
that you object to? 

Mr. Roruscuixp. I think that is it, ves, sir. 

Senator HoLLanp. Has there ever been any time when such re- 
strictive language has been applicable to ship construction which, bs 
the very nature of things, goes over a long period of time? 

Mr. Roruscuitp. Not to my knowledge, sir. 


EFFECT OF LANGUAGE ON APPROPRIATIONS 


Senator Hottanp. And to appropriate it in advance would mean 
that you would appropriate it knowing that large portions of it could 
not possibly be used in the fiseal year of the appropriation? 

Mr. Rotuscuitp. That would be part of it and then it is totally 
impossible to tell exactly what some of these things are going to cost 
on an estimated basis, too, Senator. 

Senator Hottanp. That was the language that you objected to? 

Mr. Roruscuinp. Yes, sir. 

Senator Hotitanp. All right, proceed. 

Mr. Roruscuiup. Under the ‘Salaries and expense” item, we are 
asking for restoration of $1.1 million. We got so good over there at 
Maritime that we cut our expenses down too fast and we are asking 
for enough money now to run the shop in a better manner. 


APOLOGY FOR EFFICIENCY 


Senator HoLttanp. You are not apologizing for efficiency, are you, 
Mr. Secretary? 

Mr. Roruscuiip. | do not like to apologize for it but the fact re- 
mains that we did get too eager about it, Senator. 

Secretary Weeks. You got to the point where vou were not doing 
the construction work and that has involved some of the expense. 

Mr. Rorascuiip. That involves some of it and then we have not 
done a good enough job in auditing the affairs of the lines to whom we 
pay all this money each year. We will go into that in great detail 
when the Maritime budget comes up. 

Senator Houianp, IT think that is the appropriate time to do it 
because obviously it is too complex to be dealt with efficiently in this 
general statement. 

You may proceed, 

Secretary Weeks. You do not want to say anything more about 
the school business? 

Mr. Roruscuiitp. No, sir. 

Secretary WrEKs. We go to the Patent Office, Mr. Chairman. 

Senator Ho.t.tanp. I notice that you have asked for restoration of 
all amounts that were reduced by the House committee under the 
head of maritime activities. 

Secretary Weeks. That is right. 
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ATTITUDE TOWARD STATE MARITIME SCHOOLS 


Senator HoLtanp. Are you objecting to the added appropriation of 
s660,000 to help the State maritime schools, which was added by the 
House? 

Secretary Weeks. It was added by the House. I do not know 
whether “object” is the word to use, sir. We came to the conclusion 
that money is better spent in the King’s Point Academy and we could 
save that expense and get along all right without the partic ipation in 
the State schools. 

Senator HoLtanp. How many State schools are there? 

Secretary Weeks. Four. We have Maine, Massachusetts, New 
York, and California. 

Senator HoLtitanp. Does the $660,000 meet the entire contribution 
requested by those four schools? 

Mr. Roruscuitp. Tt would be on the same pattern as has prevailed 
for some vears in the past, Senator. 

Secretary Weeks. It is on the basis of the number of candidates 
we aid, is it not, Mr. Rothschild? 

Mr. Roruscuiup. Yes, sir. 


NEED FOR OFFICER TRAINING 


Secretary Weeks. From the standpoint of the merchant marine, 
we came to the conclusion that where officer training is essential, that 
30 far as the Federal Government is concerned we could do with the 
one federally established academy. 

Senator HoLLtanp. Do the State academies solely train officers or 
do they train technical skilled personnel? 

Mr. Roruscuitp. All the State schools and the Federal Academy 
train only officers, Mr. Chairman. 

Senator Ho_ianp. The training of the technicians has been dis- 
continued entirely, is that it? 

Mr. Roruscuinp. Yes, sir. 

Senator Hontitanp. There is no continuance of training of any 
technical nonofficer personnel now? 

Mr. Roruscui.p. No, sir. 

Senator HoLLanp. What about the Inland Waterways Corporation? 
That is a separate agency, not under your Commerce Department? 

Mr. Roruscuiip. Yes; it is. 

Secretary Werks. We sold Inland Waterways. 

Mr. Nretson. Mr. Chairman, we are requesting in here author- 
ization for $14,000. As you recall, the Inland Waterways Corpora- 
tion was sold by the Federal Government but the General Accounting 
Office and the Commerce Department still have to audit the accounts 
of the Corporation in accordance with the terms of the contract of sale. 
This proviso in the Inland Waterways Corporation language is $14,000. 
We feel that we will not be in a position to carry out the responsi- 
bilities which we are charged with under this contract of sale. Part 
of this $14,000 goes to re imbursing the General Accounting Office for 


the audits which they make of the Corporation. 
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PATENT OFFICE 


Senator HOLLAND. Suppose we go ahead with the Patent Office? 

Secretary Weeks. As far as I am concerned, Mr. Chairman, ij 
about 10 minutes more, subject to your questions, we could finish. 

Senator HoLLAND. Suppose you go ahead. 

Secretary Wrexs. On the Patent Office, last year we appointed a 
committee headed by Dr. Vannevar Bush to study the possibilities of 
electronic equipment that would aid in the patent search. We thought 
we might make faster progress in that direction and that is the reason 
we have not pushed for more funds here. 

We were getting ready, with the Bureau of the Budget’s approval! 
to ask for provision of this amount, the $12 million request having 
been made up last summer. We were getting ready to ask for we 
increase because it is a known fact that the office is behindhand and 
there is considerable that needs to be done by way of classification. 
The output per examiner has dropped very radically over the years. 

So, as I say, we were getting ready to ask that this amount be 
increased, knowing that the Bush committee is not going to be able 
to make as fast progress as we hoped for. 

Senator HoLtanp. You accept the $2 million raise? 

Secretary Weeks. T accept the $2 million and T think it can be 
profitably employed. 

Senator HoLtianp. Did not the Senate Appropriations Committe: 
make a request of you in its report last year that led to the appoint- 
ment of the Bush Study Committee? 

Secretary Weeks. Yes, sir; I think so. 

Senator HoLLaNnpb. You certainly do not complain that it is not 
functioning as it should? 

Secretary Weeks. We are going to make some headway on that 
but it will be a little slower than T had hoped for. 


STEPUP PRACTICABLE 


Senator HoLtanp. Now, I understand you to say that the Depari- 
ment agrees that it is _ ac ‘tic able to step up the program by $2 million 
in this coming fiscal ves 

Secretary Werks. Ye es, Sir. 

Senator Hottanp. And that you are prepared to economically use 
that additional appropriation? 

Secretary Weeks. If we can get the examiners, we can do it, but 
of course it is limited by the examiners that we can get. 

Senator Hotitanp. You recommend that the Senate concur with 
the action of the House Committee? 

Secretary WrEEKs. Yes, sir. 

Senator HoLuanp. I am particularly sorry, Mr. Secretary, that we 
cannot complete your hearing which 1s very close to completion but 
we may have to proceed with the subdivisions of your department in 
the event you are not available for a later hearing because we do not 
expect you to upset your plans. 

Secretary Weeks. I will try to make myself available, sir. 

Senator Honuanp. If you can be available at 10 in the morning, 
we will take you then. 
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Mr. Rorascuiup. Mr. Chairman, you asked earlier when we were 
ousidering the Civil Aeronautics Administration if we had com- 
munities that had airport aid. 

| have here a list of communities that had bonds sold or authorized. 

Senator HoLtanp. Do you have a list of communities in which the 
CAA has contracted with them to go ahead with the airport con- 
struction and where they have sold their bonds? 

Mr. Roruscuitp. I am not sure that I understand your question. 

Senator HoLuanp. I suggest that you study that a little more fully 
before submitting your list. What we want to know is whether there 
are communities and, if so, what communities have entered into ar- 
rangements with CAA for the installation as a joint venture of new 
facilities and where there is really a commitment outstanding, there- 
fore, of the United States Government. 

Mr. Roruscnitp. There are no commitments beyond appropriated 
funds. 

Senator HoLianp. The subcommittee will recess, to reconvene at 
10 o'clock tomorrow morning. 

Where upon, at 12:15 p. m., Tuesday, May 24, 1955, the subcom- 
mittee recessed, to reconvene at 10 a. m., Wednesday, May 25, 1955.) 
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APPROPRIATIONS, 1956 


WEDNESDAY, MAY 25, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
K-82, the Capitol, Hon. Spessard L. Holland (chairman of the sub- 
committee) presiding. 
Present: Senators Holland, Ellender, Hayden, and Potter. 


DEPARTMENT OF COMMERCE 
RESTORATIONS REQUESTED 


STATEMENTS OF SINCLAIR WEEKS, SECRETARY; WALTER WIL- 
LIAMS, UNDER SECRETARY; LOUIS S. ROTHSCHILD, UNDER SEC- 
RETARY FOR TRANSPORTATION; SAMUEL W. ANDERSON, 
ASSISTANT SECRETARY FOR INTERNATIONAL AFFAIRS; 
LOTHAIR TEETOR, ASSISTANT SECRETARY FOR DOMESTIC AF- 
FAIRS; PHILIP A. RAY, GENERAL COUNSEL; GEORGE T. MOORE, 
ASSISTANT SECRETARY OF COMMERCE; AND OSCAR H. NIEL- 
SON, DEPARTMENTAL BUDGET OFFICER 


BureAv oF Pustic Roaps 


Senator HoLtLtanp. The committee will come to order. Mr. Secre- 
tary, if vou continue with your testimony, we would appreciate it 
very much. 

Secretary Weeks. The Bureau of Public Roads, I think, is the next 
item. There we have had some changes made by the House. 

Senator HoLtanp. Do you mean in floor action yesterday? 

Secretary Weeks. No; I was thinking of their report. I am not 
posted on what happened on the floor. 


HOUSE FLOOR AMENDMENT 


Mr. Nietson. Mr. Chairman, the appropriations bill for Commerce 
was passed by the House vesterday afternoon and the only amendment 
which was made on the floor was one for an amount of $2,250,000 to 
increase salaries and expenses of the Weather Bureau. That was the 
only amendment which was made on the appropriation bill on the 
floor. 
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Senator HoLLaNnp. Was there a request for restoration in the group 
of requests filed by the Department with this committee? 

Secretary Weeks. On roads. 

Senator HoLuaAnp. On the Weather Bureau? 

Mr. Nretson. Yes; Mr. Chairman, we requested a $200,000 increas: 
from the House committee action. 

Secretarv Weeks. I was coming to that. 

Senator HoLtuanp. Your request is for a restoration of $200,000 
and the action of the House greatly exceeded that restoration so, of 
course, the request is now not appropriate, is that it? 

Secretary Wreks. Our request would still be for $200,000. 

Senator Hotianp. And the action by the House, as I understand 
it, exceeded that amount? 

Secretary Wreks. Yes, by $2,050,000. 

Senator Hotitanp. You may proceed. 


PUBLIC ROADS 


Secretary Weeks. On the public roads, the House cut $80 million 
from the request for the Federal aid to highways and $644 million from 
the forest highways and changed the Inter-American Highway. | 
have personally no particular comment except that on Federal aid to 
highways. The commitments are made according to the authoriza- 
tions and the bills come in and have to be paid. 

The forest highway is a question of how much the Congress wants to 
appropriate. On the Inter-American Highway, that has been given 
very high precedence in administration thinking resulting in large 
measure from Vice President Nixon’s trip to Central America last 


spring and he and the others convinced me that we should proceed 
with that particular appropriation. 
Now, that is the only comment I have to offer on the public roads 


AMOUNT WOULD REQUIRE SUPPLEMENTAL 


Senator Haypen. Would you say, Mr. Secretary, that this cut of 
$80 million will have the effect of requiring a supplemental or a 
deficiency bill next spring? 

Secretary Weeks. I would think so, wouldn’t vou? 

Mr. Nretson. Yes. 

Senator HaypreNn. In other words, the bills have to be met but, if 
they are not cared for in the regular appropriations bills and the 
States do the work and present the bill, then it would be simply 
postponing this $80 million from now until next spring. 

Secretary Weeks. That has happened several times in my ex- 
perience since I have been here and this is the same thing. 

Senator HaypeN. Forest highways are exactly the same situation. 
They have the same contrac tual authority under the Highway Act; 
is that right, Mr. Chairman? 

Senator HoLianp. It amounts to the same thing. It is a question 
of reimbursement to the States in the Federal-aid item, but in the case 
of the forest highways, it is a question of the Congress giving the 
Department contractual authority. In this case the question is, how 
many contracts have been let and what amount of appropriation is 
required to make good on payments? This is not a sharing matter; 
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it is a direct Federal obligation which the Congress has authorized to 
be contracted. 

Secretary Werks. I understood that Senator Hayden was talking 
about the Federal-aid highway cut. 

Senator HoLtuanp. He was. 

Secretary Werks. On the forest highways, the contracts are not 
let until we get the appropriation. Is that correet, Mr. Rothschild? 


CONTRACT AUTHORITY ON FOREST HIGHWAYS 


Mr. Nretson. No, Mr. Secretary, on Federal aid to forest highways, 
we also have contracting authority on which we have to come back 
for appropriations to liquidate the amount of that contracting au- 
thority. 

Senator Hotianp. In the last Federal Aid Highway Act, the Con- 
eress advanced contractual authority for these roads to move ahead 
more speedily. 

The question is how many roads have you contracted for and how 
much money are you going to need to pay them out? Whatever that is, 
we will have to pay it because it is not a matter of the State paying 
first or somebody else paying. It is a direct obligation of the Federal 
Government only. 

Mr. Nietson. Mr. Chairman, we have all that material with us and 
when public roads comes on, we will be happy to get into the detail 
on each of those particular items. 

Secretary Weeks. The fact is that the contracts have been let 
and it comes under the same heading as the Federal-aid highway 
programs and the bill has to be paid. It is a question of how much has 
been committed. Is that correct? 


DIRECT FEDERAL OBLIGATION 


Senator HoLLanp. There is a considerable difference. In the case 
of the forest highways, the Federal Government owes the contractors 
itself. It is a direct obligation of the Federal Government. 

In the case of the Federal-aid system, the States pay the bills and 
file their claims for reimbursement. 

It is to that extent a secondary obligation of the Federal Govern- 
ment therefore they have a continuous task of auditing of accounts 
between the States and the Federal Government. 

In the case of the forest highways, the contract is let to a particular 
contractor on the specific authorization of Congress to do that before 
money is appropriated. 

The question is how much money is going to be needed and when. 
We should appropriate it and have it available then or else the Federal 
Government will be in default. 

| hope, Mr. Nielson, that when the matter of the various road 
programs comes up, you will be able to show exactly how much you 
are going to need under both of these heads. 

Mr. Nretson. We will be able to do that, Mr. Chairman. 


INTER-AMERICAN HIGHWAY 


Senator Ho.tuanp. I also ask that under the Inter-American High- 
way that you be prepared to meet either of two eventualities which 
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[ mention: One, that we do not get’any further authorization and the Sc 
question will be what we can do and what the Congress would want 
to do under the present authorization which en: ables us to go a great 
deal farther in meeting the President’s recommendation than the 
appropriation as passed by the House; the other eventuality js 
dependent upon whether the pending additional authorization 
measure be passed. 

Mr. Roruscuitp. You know, Senator, that the House reporte 
out the bill yesterday on the additional authorization for the Inter- 
American Highway. 

Senator Honuanp. I did not know that, no. 

Secretary Werks. Do you have the figure? 

Mr. Roruscuitp. It brings it to a total of $74,980,000. 

Secretary Weeks. The House reported the whole amount? 

Mr. Roruscuiip. The committee reported it out. 

Secretary Werks. Then I have no further comment on that. 

Senator Hotiuanp. The proposed authorization bill now pending 
would simply increase the amount of the total authorization to meet 
the presently de ‘veloped estimate of total Inter-American Highway 
costs; all right, 

Secretary ines: [ have no further comments on the Public 
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BUREAU OF STANDARDS 


On the Bureau of Standards we have been trying to get that appro- 
priation up a little. Since 1949 they have been dropped down pretty 
consistently, and [ have felt very strongly that that operation has 
very significant effects on technological advances in industry and 
Government, that if there is any place we ought to keep up the opera- 
tion, it should be in the Bureau of Standards. 

We asked for an increase and the House gave us a portion of 
not the tetal amount. We had $6,365,000 last vear. We asked fo 
$8,765,000. We got $7,995,000. In other words, they cut $770,000 
from our request. We have asked for restoration of that amount and 
believe it is money well spent. It has seemed to me in some of these 
areas like Standards and Patent Office, and so on, that we have some 
difficulty in getting relatively small increases in the amount of 
$500,000 to a couple of million dollars to bring us to where we can do 
a better job. Then we come into another area such as aid to airports 
or whatnot with some millions of dollars involved. It seems to me 
that we ought to keep up operations of the character of the Bureau of 
Standards, our business activities, and Patent Office, and so on, which 
do not in total involve a great amount of money compared to some of 
these aid programs, highways, maritime, and whatnot, which involve 
millions. 

| hope the Senate might restore that cut. We think it is important. 
| have no other comment on Standards. 


DISPLAY OF WORK OF BUREAI 


1 would like, however, to say that I do not know if you, Mr. Chair- 
man, were able to get out to the show we put on last January in the 
Bureau of Standards. 

Senator Hotitanp. No; I was not able to be there. IT regretted 
that I could not come. 
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Secretary Weeks. I think those who were able to get there came 
away with the impression that the Bureau is domg good work and 
important work. We will be doing that again in another year and I 
hope very much that more of the Me mbers of = ongress can get ac- 
quainted with what they are doing in an area that I need hardly say 
is pretty important these days. 

Senator HoLtuanp. Mr. Secretary, I notice that the House makes a 
right substantial increase over the appropriation of last vear. 

Secretary Weeks. That is correct. 

Senator HoLtianp. In the amount of $1,010,000, and feels that that 
will permit a very largely increased program. 

What is the difference between the increased activities permitted 
by that House appropriation and those that would be permitted if 
the additional $750,000 recommended by the Budget Bureau were 
allowed? 

Secretary Weeks. Under Secretary Williams looks after the Bureau 
of Standards. 

I would like him to comment on that. 


SCOPE OF INCREASE ALLOWED 


Mr. WriuraMs. The total increase over 1955 appropriation amounts 
to a little over $1 million. However, about $550,000 of that is re- 
quired to take care of a change in so-called billing differential which is 
required by the Comptroller General. Therefore, there is only left 
in the way of funds available for expanded technical programs, 
$460,000. That is very helpful, of course, but actually it is distinctly 
short of the amount necessary to do a job of improving research out 
there. This additional $750,000, added to the $460,000 which the 
House committee has already allowed, would provide the money neces- 
sary to carry on an adequate research program. 

It is confusing, I think, for the reason that this so-called billing 
differential has been a matter in need of correction for some time. 
One might think money would be available for operating programs of 
the Bureau. That is not so. To repeat what I said a moment ago, 
it means that vou have to subtract this $550,000 from the increase 
that was given, which only leaves $460,000 for actual expansion of the 
research program. 

Senator HoLtLaNnpb. Does this ruling of the Comptroller require vou 
to pay from your own budget, items which you have required to be 
paid in the budgets of other agencies for which you did work? 

Mr. Winttams. Yes; you are essentially hitting squarely at what 
the Comptroller General is requiring. 


BILLING DIFFERENTIAL PROBLEM 


I am going to ask Mr. Nielson to explain just how that billing 
differential item arises and what steps are being taken now to correct it. 

Senator HoLttanp. Mr. Nielson. 

Mr. Nievson. Mr. Chairman, the Comptroller General, in a number 
of reports which he has made to the Congress, has been somewhat 
critical of the billing differential at the Bureau of Standards in which 
the amount for overhead that we have been charging other agencies 
for work performed has been disproportionately high. In order to 
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correct that situation, we have had discussions on it with this com- 
mittee and the House committee. Accordingly, we asked for an 
increased amount to take care of this billing differential. 

The House has approved our request. My understanding is that 
the General Accounting Office concurs in the action we are taking to 
eliminate the billing differential. We feel that it would straighten 
out a situation that we have been trying to improve at the Bureau fo: 
some time. 

EFFECT ON OTHER AGENCIES 


Senator Hotianp. Well, the change in accounting which you pro- 
pose to recognize will, in effect, increase the appropriations of ¢! 
agencies for which you have been doing work, will it not? 

Mr. Nietson. It will have the effect, Mr. Chairman, of increasing 
our own appropriation. 

Senator Hoiianp. | know it will increase vour appropriation as 
required under this bill, but it will make more money available out o{ 
the appropriation for each of these other agencies in that they hav; 
been having to divert part of their money to reimburse the Bureati of 
Standards. 

Mr. Nreuson. That is correct, Mr. Chairman. 

Senator HoLtLanpb. Has anybody made any effort to apportion that 
and to reflect it in decreased appropriations to other agencies? 

Mr. Nreison. This matter, of course, was discussed with the Burea 
of the Budget and the Bureau has, I assume, coordinated this entir 
effort in view of the fact that they submitted our estimate and th 
proposed language which came up in the President’s budget. 

Senator Porrer. May I ask a question, Mr. Chairman? 

Senator HoLLaNnp. Yes 


BUREAU OF BUDGET COORDINATION 


Senator Porrer. Do you know whether the Bureau of the Budget 
has made allowances for the smaller cost with the other agencies that 
use these services of the Bureau of Standards? 

Mr. Nreutson. Senator, I do not know definitely that that is th: 
ease, 

Senator Porrer. The reason I ask is that I am also a member ot 
the Independent Offices Subcommittee, and I know that the Federa! 
‘Trade Commission used the Bureau of Standards on many occasions 
If my memory serves me correctly, I did not notice any testimony to 
the effect that the amount of funds used for reimbursing the Bureau 
of Standards was less than it has been in the past, and I was wondering 
if that was a coordinated effort by the Bureau of the Budget and if so 
will the other agencies—who will have to pay less for the service 
they have received than in the past—have taken that into account 
in this budget request? 

Mr. Nrevson. Senator, this definitely was coordinated by the 
Bureau of the Budget and was discussed quite at length with them 
I assume that they have taken some action with respect to this, but 
just what it is | am not in a position to say. 

Mr. Wiuuiams. Mr. Nielson, in order to be explicit, can’t we estab- 
lish that information as a fact for this committee? 
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com- I do not remember personally ever having any conversations on the 
ran & subject with any of the members of the Bureau, but I just assumed 
automatically that what was obliged to be increased in our budget 


that would be reflected as a decrease elsewhere. 

ng to Senator Hotianp. I hope that that assumption will be found to 
hten be correct. 

U for I will ask you to furnish a statement covering for last year and the 


year before last the items of reimbursement that you received from 
other agencies. 
. Senator Porrer. By agency. 
oa Senator HoLLanp. By agency. 
che [s there a representative of the Budget Bureau here? 
i Mr. Nrevson. I think not, Mr. Chairman. 
BUREAU OF THE BUDGET REPORT 


Senator HoLuanp. I ask that our clerk request the Bureau of the 
Budget to give us a direct report on this question as to whether this 
change in accounting, which requires added appropriation for the 
Bureau of Standards has been carried through to reflect reduced 
appropriations in other agencies affected. 

Mr. Nretson. We will be happy to get that information for you 
and communicate this to the Bureau of the Budget. 

(The information referred to follows:) 


The following table contains the estimated cost of the billing differential to the 
various agencies for whom NBS performed work in fiscal years 1954-55: 


Estimated cost of billing 
differential (in thousands) 
Agency = 


1954 


epartment of Defense: 
Air Force 
Army 
Navy 
Miscellaneous offices --- 2.1 4.5 


Total, Department of Defense a 259. 1 | 9 


tomie Energy Commission 28.9 9 
National Advisory Committee for Aeronautics 3.8 8.0 
‘econstruction Finance Corporation (Federal Facilities Corporation) - - -- 4.5 9.5 
Various agencies !_....-- / 7 18.3 38. 4 


Total.....- se ; Shiai “ : 314. 6 556. 0 


1 These amounts are for about 20 different civilian agencies. The cost to a majority of the agencies was 
ess than $1,000 and in no case was it higher than $2,000. 


(The following information was obtained from the Bureau of the 
Budget:) 


NATIONAL BuREAU OF STANDARDS 1956 EstiMaTES—BILLING DIFFERENTIAL 


The 1956 budget proposes to merge certain direct appropriations to the National 
ureau of Standards in order to (a) reduce the number of appropriations, (6b) show 
both direct and indirect costs of research in one place, and (c) relate the budget 
presentation more closely to the accounting system. In addition, this consolida- 
tion would automatically eliminate an imbalance which exists under the present 

ppropriation structure between funds appropriated for the technical program 
nd funds appropriated for overhead expenses incidental to such research. The 
ict that direct appropriations for administrative expenses have been insufficient 
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in relation to the size of the direct technieal program has resulted in the practic 
of overcharging Approy yriations of other Government agencies for which St: on ir 
performs services. This practice has repeatedly been challenged by the Genera] 
Accounting Office. ‘he amount of the overcharge is referred to as the billing 
differential.) 

The 1955 bueget estimate for ‘Expenses, National Bureau of Standards’’ o| 
$7, 750,000, an increase of $1,760,000 over the 1955 adjusted appropriation, ix 
based on a deterinination of the level of the technical program required to carr 
on the Bureau’s basie responsibility, together with the administrative expens: 
necessary to carry on such a program. Standards estimates that, of the total] 
increase requested, $556.000 merely corrects the billing differential in connectio: 
with a technical program of the same level as that conducted in 1955. 

When the 1956 budget estimate for the National Bureau of Standards was 
reviewed, the Bureau of the Budget considered the problem of reducing the 1956 
estimates for Government agencies by the amount of the billing differential, Fo: 
the following reasons, no reductions were effected at that time. 

1. The billing differential is an accounting concept which can only be deter- 
mined after the fact. In advance of actual appropriations and agency orders for 
services by Standards, it was not possible to determine accurately the agen 
appropriations involved and the amount of the billing differential which should 
be attributed to each of them in 1956. 

2. About 40 appropriations are making advances to Standards in fiscal year 
1955. Thus, the amounts attributed to each appropriation would be smal! 
relative to the totals involved. For example, about 22 appropriations in th 
Department of Defense and the Atomic Energy Commission contributed abo 
93 percent of the total funds advanced to Standards for 1955. The amounts tha 
might be attributable to the billing differential at the end of this fiscal vear for 
each of these 22 appropriations will probably vary from several thousand dollars 
to about SSO,000, with the majority being in the 510,000 to $20,000 range tlow- 
ever, the appropriations involved vary in total from hundreds of millions of dollars 
to several billion dollars. The overcharge that would be attributed to about 20 
appropriations, other than military and AEC, would average about $1,500. 

3. The effect of the billing diffdrential or overcharge for administrative expens 
upon the advancing appropriation has been to reduce the amount of research and 
development for which the Congress had originally appropriated funds. — Elimina- 
tion of the billing differential, therefore, permits the funds so freed to be devot 
to research and development on a proper cost basis, 


WEATHER BUREAU 


Senator HoLtuanp. Mr. Secretary. 

Secretary Weeks. i will proceed with the Weather Bureau. 

Senator HoLLaANb. | understand you have no request for restoration 
how. 

Secretary Weeks. Just the $200,000. 

Senator HoutLanp. In view of the action of the House yesterday, 
you probably will be entering a remittance rather than a request for 
increase. 

Secretary Weeks. All we are asking for is what we originally asked 
for. I think the statement I filed covers the situation of the Weather 
Bureau. 

We had a committee, headed by General George, who studied the 
operation. They didn’t complete their report in time for the 1955 
request. We did come in later and the House approved funds for 
some of this new equipment which has come on the market and which 
will be effective in getting better results in weather forecasting, radar 
equipment, and so on. The House went along quite satisfactorily. 
Now with the additional amount they have appropriated, our situa- 
tion would be that we would only request the original amount. 

Senator HoLtuanp. All right. 

Thank you, Mr. Secretary. 
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Are there any other general comments that you would like to make 
before we close? 
ENTERTAINMENT ALLOWANCE 


Secretary Weeks. | would like to say, Mr. Chairman, that in 
the appeal letter the last item is an entertainment allowance which 
was disallowed in the amount of $10,000 by the House. 

| would like to see that restored. It is, it seems to me, appropriate 
if not necessary. For example, the State Department has an allow- 
ance to entertain distinguished foreign visitors that come to these 
shores. I personally am giving a dinner a week from Monday for 
\linister Erhard of Germany. We have had cases where in one 
instance that I recall, we called in some specialists on the general 
question of foreign investment, and the encouragement of foreign 
investment, for an evening meeting to discuss it. t would like, if 
| may, to have this off the record, because 1 do not want to bring his 
name into it. 

(Discussion off the record.) 

Senator HoLLanp. What is the precedent? 

Mr. Nretson. Mr. Chairman, I do not believe we have ever had 
an authorization for entertainment. This has been contained in 
similar bills of other agencies. 

Senator HoLuaNnb. | understand that the Maritime Board has had 
an entertainment fund, is that correct? 

Mr. Nretson. There has been an amount of somewhere around 
$1,200 for entertainment in the Maritime appropriation. That is the 
only item, 

RECIPROCAL REQUIREMENT 


Senator Porrrer. Is it not true, Mr. Chairman, that our repre- 
sentatives are frequently entertained by representatives of other 
vsovernments and normally it is quite lavish and, while it does not 
necessarily reflect on the administration, nevertheless it is something 
that is difficult for them to understand if we do not reciprocate? 

Secretary Weeks. | have just been on a trip to Italy, Germany, 
France, England, and Belgium, and I was entertained by the Minis- 
ters of Commerce and Industry. I don’t know what their arrange- 
ments are but apparently they are accustomed to entertaining officials 
of foreign governments. 

Senator Porrrer. In other words, if they come here, in order to 
reciprocate at all, it either comes out of the pockets of the Government 
officials or else we are not in a position to reciprocate? 

Secretary Weeks. That is correct, and, of course, the State Depart- 
ment has a fund as has just been pointed out, and Maritime has a 
small fund. How much is it used? 

Mr. Roruscuiip. It is principally used at Kings Point, at the 
Maritime Academy. It is all used each vear. 

Secretary Weeks. Certainly in the area of foreign interests there 
is a substantial reason because we are engaged in foreign as well as 
domestic commerce. 


DISCRETION IN FUND USE NEEDED 


Senator Porrmr. I think there should be a great deal of discretion 
as to how it is used, but it would seem to me to be desirable. 





COMMERCE AND RELATED AGENCIES, 1956 


Mr. Nrextson. Senator, I would like to mention in that connection 
that we did indicate to the House that this fund would be spent only 
on the certification of the Secretary. 

Secretary Werks. That is all I have to say on that, Mr. Chairman, 
I hope some consideration may be given it. 

Senator HoLLanp. Has any request ever been made by the Secre- 
tary of Commerce for participation in the Department of State’s 
entertainment budget, which is for the same purpose? 

Secretary Werks. I recall one instance only where they did pick 
up a bill on an item of this character, but it is difficult. They make 
their own commitments and they are always interested in looking 
after their own obligations first, naturally. 

Have we had any occasions? 

[ recall one. 

Mr. Nretson. There has been only one, to my knowledge, Mr. 
Chairman, and we have had certain requests that we have made to 
State, but I believe because of their limitation on the funds and the 
use and the commitments that they have, they have not been in 
position to make them available to us. 


DUTIES OF AGRICULTURE DEPARTMENT 


Senator Hotuanp. Under Public Law 30, heavy duties are imposed 
upon agriculture in connection with our export business. I make no 
case for them but call attention to the fact that the problem you 
have brought up is not peculiar to your Department. 

I think the committee will want to consider the matter rather 
seriously because it is a matter which has brought on constant dis- 
cussion from year to year even in the one entertainment fund that 
came before Congress that we have known about. 

Does that complete the matters which you had? 

Secretary WreEks. Yes, sir. 

Senator Hottanp. Thank you very much, Mr. Secretary. You 
have been most helpful, quite frank, and I am sure that your various 
agencies, as they make more detailed cases, will follow that same 
course. 

Senator Hayden, do you or Senator Potter have any questions you 
want to ask of the Secretary before he leaves? 

Senator Haypgen. I have been very glad to have been present at 
the hearings when I could. I enjoyed renewing an acquaintance 
which we first made when the Secretary was a Member of the Senate, 

Secretary Weeks. Very pleasantly made. 
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OFFICE OF THE SECRETARY 


STATEMENTS OF LOUIS S. ROTHSCHILD, UNDER SECRETARY 
FOR TRANSPORTATION; GEORGE T. MOORE, ASSISTANT SEC- 
RETARY OF COMMERCE; OSCAR H. NIELSON, DEPARTMENTAL 
BUDGET OFFICER; THEODORE HARDEEN, JR., ADMINISTRATOR, 
DEFENSE AIR TRANSPORTATION ADMINISTRATION; AND 
GRISWOLD FORBES, LEGAL ADVISER, OFFICE OF THE SECRE- 
TARY 


LANGUAGE PROVISION 


Mr. Moors. This is my first opportunity to appear before this 
committee. I want to say that I appreciate this opportunity very 
much. 

Yesterday we covered the question of restoration of $128,000 quite 
fully with possibly two exceptions. One of these is the need for 
authorizing language for the Defense Air Transportation Administra- 
tion. I wonder if at this time we can ask Mr. Hardeen to give us his 
version of the language provision. 

Would that be satisfactory, or do you wish to go back over the 
eight positions that we discussed yesterday? 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


Senator Hotuianp. I believe I got a pretty fair understanding of 
them. Is the gentleman you called from the Solicitor’s Department? 
Mr. Moore. He is head of the Defense Air Transportation Admin- 


istration in the Office of the Secretary. 

Senator Hotianp. I think we should hear him and then we may 
want to go back to the details. 

Mr. Moore. May I file this statement I have for the record? 

Senator HoLLanp. Yes, and also we will place in the record at this 
point your request for restoration of the $128,000 cut by the House 
from the estimate, together with pages 2, 3, and 4 of the justifications 
which you supplied to the committee. 

Mr. Moore. Thank you, sir. 

(The documents referred to follow:) 


OFFICE OF THE SECRETARY 
SALARIES AND EXPENSES 
(House hearings, pp. 35 to 66) 
Page 2, line 3, of H. R. 6367 as reported. 


1955 appropriation . $2, 050, 000 
1955 appropriation (adjusted) . . 2, 172, 000 
1956 budget estimate... ..............«. (ii wainmann Reet e ee 2, 300, 000 
Ole en MEI UI NO a oe enna hneaee an cuaees waam ty 40,000 
Increase (+) or decrease (—) 1956 estimate over 1955 appropri: ition 

(adjusted) +128, 000 
Increase (+) or decrease (—) House allowance from 1956 estims ate — 128, 000 
Restoration requested a 128, 000 


AMENDMENT REQUESTED 
On page 2, line 6, strike out “$2,172,000’’ and insert: ‘$2,300,000’. 


63332—B5. 5 
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HOUSE REPORT 


“The committee recommends a total of $2,172,000 for the coming fiscal year, 
an increase of $122,000 over the appropriation for 1955 and a reduction of $128,000 
in the 1956 budget estimate. The increase over 1955 covers the transfer of the 
Defense Air Transport Administration from the Business and Defense Services 
Administration to the Secretary’s Office. The net effect of the committee action 
is to continue the 1955 level of operation into 1956.” 


JUSTIFICATION 


The requested restoration will provide for full-vear financing of certain positions 
which were filled and activities which were in operation for only a part of fiscal 
vear 1955 and for strengthening of staff services in the areas of security control 
personnel management, budget and management, publications, and administrative 
services. 

Of the total increase requested, $26,925 is to provide for full-year financing of 
positions in the immediate office of the Secretary and the Office of the Under 
Secretary for Transportation which were filled for only a part of fiseal vear 1955 
In addition, the amount of $25,000 is requested to assure full-vear operation of 
the Office of Strategie Information which was established in November 1954 
The House report states that the net effect of the committee action is to continue 
the 1955 level into 1956; however, the House allowance makes no provision for 
full-vear financing of these activities in fiscal vear 1956, and will require a reduction 
from the current level of operation. With reference to effects of the house reduce- 
tion in staff services, there follows a discussion of the number of positions involved 
where they would be applied, and for what purpose. 

Four additional positions are required in the Office of Security Control t 
carry out the provisions of Executive Orders 10450 and 10501 which deal wit! 
personnel and physical security, respectively. Under the House allowance, this 
Office would be unable to accomplish its current workload and backlog whic! 
has accumulated over the past vear in the field of personnel security and would 
be unable properly to fulfill its responsibilities in the field of physical security. 

The House allowance would not permit the filling of two additional positions 
requested for the Office of Budget and Management to provide needed staffing 
for the Aecounting Svstems Division, which is faced with additional workload 
due to implementation of the accounting improvement program as required by 
the Accounting and Auditing Act of 1950, and for the Administrative Coordination 
Division, where there exists a substantial backlog relating to the amendment of 
outdated departmental administrative orders and the improvement of department- 
wide administrative procedures. 

In the Office of Personnel Management, the House allowance would not pro- 
vide for two positions, a career management officer and a staff placement officer, 
who would be responsible for providing leadership and direction in the operation 
of intensified programs in their respective fields. This work, which is now being 
handled on a part-time basis by other staff members, is essential for the efficient 
conduct of personnel management activities throughout the Department. 

The House allowance does not provide for one position in the Office of Publi- 
cations which is required to assist in guiding and reviewing the increased produc- 
tion of business reports and aids of the Business and Defense Services Administra- 
tion for conformity to policy, quality, and editorial standards. 

The amount recommended by the House does not provide for two additional 
positions in the Office of Administrative Operations for the purpose of providing 
a strong departmental library program. Based on a study of library organization 
and procedures within the Department which has recently been completed, it is 
believed that improvement can be made in this aspect of administrative services 
which would result in significant savings in the matter of procurement of books, 
periodicals, and magazines, 
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Summary of requirements 


Appropriation, 1955_- : : ie . $2, 050, 000 
Transferred pursuant to Public Law 471 from: 
“Salaries and expenses, Bureau of the Census’’---- 20, 782 
“Operation and administration, National Bureau of Standards’’ - - 10, 000 
Comparative transfer from ‘Salaries and expenses, Business and Defense 
Services Administration” iewnhehareeewsa : 122, 000 
2 $2, 202, 782 
Deduct transfers for organization and management surveys.- - - —30, 782 
Base for 1956_- ‘ 
Net difference, 1956 over 1955: 


quirements : 
Requirements Difference, 


ee increase 
(+), de- 
crease (—) 


By activity 
1955 1956 
adjusted estimate 


Executive direction of the department $387, 025 $413, 9! +-$26, 925 
Departmental staff services , 157, 275 : 57 
Administrative services 505, 700 | 

Air transport mobilization planning -- 2, 000 5, 

Coordination of release of strategic information 50, 000 | 5, 000 +25, 000 


Gross requirements---...------ , 2.000 2.300, 000 +128 OOO 


Total estimate of appropriation, 1956 


Summary of estimated obligations 


Actual, 1954 Estimate, 1955 


(adjusted) adjusted Estimate, 1956 


Aver- Aver- A ver- 
Posi- age Cost Posi-| age Cost Posi- ige 
tion num- tion |num- tion num- 
ber ber ber 


Cost 


Personal services | 
Permanent | 306) $1, 869, 89S 315 000 322) $2, 076, 000 
Other { 4 41,553 10 5, 000 } 36, 000 


Total 378 310! 1,911, 451 325 , 990, 000 335 326) 2,112, 000 
Other objects | 226, 458 2, 000 188, 000 


Total obligations 373 310) 2, 137, 909 325 , 172, 000 335 ; 2, 300, 000 


$2, 172, 000 


+128, 000 


2, 300, 000 


Employ- 
ment, 
Nov. 30 
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STATEMENT BY GEORGE T. Moors, AssIsTANT SECRETARY OF COMMERCE FoR 
ADMINISTRATION 


Mr. Chairmsn, this is my first appearance before this committee and IT want 
to sav that I appreciate this opportunity to speak in behalf of our budgetary 
requirements for the coming fiscal vear and to discuss some of the activities for 
which I am responsible as Assistant Secretary of Commerce for Administration. 
This area of responsibility includes the prescribing of policies, regulations, and 
programs with respect to administrative and management activities. Depart- 
mental leadership and direction are provided in the field of fiscal management. 
budgetary planning and administration, management research and_ planning, 
organization planning, personnel administration, property, and supply operations, 
records administration, publications programs, and security. 

During the past 2 vears my office has concentrated on increasing the economy 
and efficiency of administration. Critical management analvsis has been made 
of existing operations, administrative and program alike, which resulted in elimi- 
nation of certain functions and procedures not consistent with effective manage- 
ment or essential to the Department’s basic mission. My office works closely 
with the bureaus to assure that technically sound, effective, and economical 
management programs are installed and maintained. Great emphasis is being 
placed on the development of effective sunervisory personnel, the employee- 
suggestion program, and improvement of other administrative activities. 

Yestoration is requested of the $128,000 disallowed by the House committee 
This amount is required largely for the purpose of strengthening staff services 
as described below so that we may proceed with our program of progressive and 
economic management in all areas of administration. In addition, the amount 
requested for restoration covers the cost of supporting certain positions filled 
only a part of fiscal vear 1955, and to assure full-vear financing of the Office of 
Strategic Information. 

With reference to effects of the house reduction on staff services, I should like 
to discuss the number of positions involved, where they would be applied, and for 
what purpose. 

In the Office of Security Control, four additional positions are required. The 
proposed total staff of 20 will be responsible for carrying out the provisions of 
Executive Orders 10450 and 10501 dealing with personnel security and physical 
security, respectively. There are approximately 21,000 sensitive positions in 
the Department and the necessary documents have been processed to insure that 
incumbents meet the standards set forth in Executive Order 10450. At the end 
of this fiscal vear, there will remain approximately 5,000 cases where investigations 
have been completed, that must now be evaluated by the investigative staff. In 
addition, normal turnover will require a substantial number of new investigations 
with subsequent evaluations. 

While the emphasis in the past vear has been in the area of personnel security, 
many of the Department’s responsibilities in the field of physical security have 
been neglected, and this increase in staff will enable this Office to direct a positive 
physical security program throughout the Department. 

In the Office of Personnel Management, there is urgent need for two additional 
positions, a career management officer and a staff placement officer. The in- 
cumbents of these positions will be responsible for providing leadership and 
direction in the operation of intensified programs in their respective fields. This 
work, which heretofore has been handled part time by personnel charged with 
other duties, is essential for the efficient conduct of personnel management 
activities throughout the Devartment. 

In the Office of Budget and Management, we require 2 additional positions: 1 of 
these will be used to provide additional staffing for our Accounting Svstems Divi- 
sion, which is faced with a considerable amount of additional workload due to 
implementation of the accounting improvement program provided by the Ac- 
counting and Auditing Act of 1950, and the Budget Bureau’s recently established 
requirement with reference to cost-tvpe budgets. The other position is intended 
for our Division of Administrative Coordination, where there exists a substantial 
backlog relating primarily to the amendment of outdated departmental adminis- 
trative orders and the improvement of departmentwide administrative procedures. 

We need an additional editor in the Office of Publications to assist in guiding 
and reviewing the increased production of reports and aids prepared by the Busi- 
ness and Defense Services Administration. The Office of Publications, through 
its Publications Division staff of two, reviews all proposals for new publications 
and thus contributes essentially to the economy and utility of the Department’s 
publications, 





\ 
ares 
libr 
oth 
the 

beli 
like 
mag 
I 


ane 


bine 
reece 
\ 
con 
na) 


FOR 


Want 
etary 
Ss for 
ition, 
/ and 
part- 
nent, 
ning, 
ions, 


omy 
nade 
‘limi- 
lave. 
osely 
nical 
eing 


Vvee- 


ittee, 
Vices 
- and 
ount 
filled 


ce of 


| like 
d for 


The 
is of 
‘sical 
iS in 
that 
end 
tions 

In 
tions 


rity, 
have 
itive 


ional 
>» in- 
and 
This 
with 
nent 


1 of 
Jivi- 


ntial 
inis- 
res. 
ding 
Susi- 
yuh 
‘ions 
ant’s 


COMMERCE AND RELATED AGENCIES, 1956 69 


We are requesting two additional positions, a director and a secretary, in the 
area Of administrative services for the purpose of providing a strong departmental 
library program. With the aid of highly qualified Government librarians from 
other agencies, a thorough survey of library organization and procedures within 
the Department has recently been completed. Based largely on that study, it is 
believed that we can improve this aspect of administrative services and very 
likely effect significant savings in the matter of procurement of books, periodicals, 
magazines, ete. 

Before leaving the administrative services, I should like to state that in accord- 
ance with the Senate Appropriations Committee report on the Department’s 1955 
appropriation and our own realization of the need, we have under way a compre- 
hensive program of safety promotion, training, and hazard control, under the 
direction of a full-time highly qualified safety director. A 40 percent reduction 
in the Department’s injury cost rate is the 2-year goal of this program. 

The effect of not restoring the $25,000 disallowed by the House ( ommittee for 
the Office of Strategic Information, which was formerly financed by funds of the 
Business and Defense Services Administration, would be to reduce the level of 
operation in that Office during fiscal year 1956. The Office of Strategic Informa- 
tion was established by the Secretary of Commerce last November, in accordance 
with a request from the National Secuirty Council, to coordinate the release of 
inclassified scientific, technical, industrial, and economie information, the indis- 
criminate distribution of which might be inimical to the defense interests of the 
United States. 

The estimates also provide for financing the activities of the Defense Air 
Transportation Administration formerly financed under the appropriation for the 
Business and Defense Services Administration as well as a language provision to 
enable the Defense Air Transportation Administration to establish an aviation 
war risk insurance revolving fund and issue binders to air carriers which would 
provide war-risk insurance, automatically on the outbreak of war. All of the 
administrative expenses of this program would be covered by fees charged for the 
binders. Restoration of the appropriation language for this purpose is 
recommended. 

Mr. Chairman, I thank you again for the opportunity of appearing before this 
committee. I will be delighted to answer any questions you or the other members 
may have concerning this appropriation. 


ENABLING LEGISLATION 


Mr. Harpren. Mr. Chairman, the aviation war-risk-insurance 
program enabling legislation is Public Law 47, title 13 of the Civil 
Aeronautics Act, passed by the 82d Congress. That legislation 
authorizes the Secretary of Commerce to provide aviation war-risk 
insurance to the international air carriers when aviation war-risk 
insurance is not available to the carriers from United States aviation 
insurers. This is a mobilization readiness measure. 

The Secretary has made a finding that aviation war-risk insurance 
is not available, is not to be had from United States underwriters, and 
pursuant to the authority of Public Law 47, is proposing to make 
available to the United States international carriers war-risk insurance 
which will be effective only upon the outbreak of hostilities between 
any of the four major powers as enumerated in the draft policies which 
we have prepared. 

I want to make it clear that we do not propose to issue policies 
which are presently effective but which will only become effective in 
the event of war. 

MARINE INSURANCE 


There is a similar program in the maritime field which was author- 
ized by the Congress in 1950. They have issued binders which will 
become effective only upon the outbreak of war. 

In the aviation field in United States international traffic, there 
will be, in the event of war, only about 100 aircraft involved. 
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Now, you may want to know why the program is so small because 
we do have more aircraft than that in international traffic. We have. 
as a matter of fact, almost 600 aircraft. But if we have an outbreak 
of war some 342 of those aircraft will immediately be transferred to 
military-support operations under contract with the Air Force, and the 
contracts under which they will operate will contain an indemnity 
clause which will cover them in the event of war-risk loss. 

Another 75 or 100 aircraft are engaged in traffic between South 
America and Latin America, which the carriers indicate will probably 
not require war-risk coverage. 

That leaves about 100, as I have said before, which will be in inter- 
national traffic in critical areas where there will be serious war risk, 


COVERAGE IN EVENT OF WAR 


Now, if we don’t have this coverage in the event of war, we are 
advised by the industry that there will be serious delays in their inter- 
national operations because they feel that the risk involved, having 
no coverage, is one which they cannot prudently undertake. 

We have discussed this situation with both the air carriers and the 
aviation insurance underwriters and we are convinced that we have the 
facts correctly stated. 

Senator HaypEN. How much income will be derived from this so 
far as the Treasury is concerned? 

Mr. Harpeen. All we are asking for is authorization to spend these 
binder fees which will be about $110 per aircraft. We will have 
income of $11,000, of which we will use $5,000, for administration and 
$6,000 will be returned to the Treasury. 

Senator Haypen. You will actually make a $6,000 profit on this 
deal? 

Mr. HarpeENn. That is how it looks, sir, but we are required to come 
to you under Public Law 47 for authorization to spend even the $5,000 
of what we will take in. 

Senator HoLuanp. In the event of outbreak of war and this insur- 
ance, which is only bound by this $110 payment for claim, becomes 
effective, the payments would be much larger, the funds would im- 
mediately become larger and the chances of claims against the United 
States would, of course, be involved. 

Mr. Harpeen. That is correct, Mr. Chairman. 


NO POOL FOR CLAIMS NOW 


Senator HoLLtaNp. You do not propose to set up any money pool, 
but if insurance claims are required to be paid, they would come 
directly out of the General Treasury? 

Mr. HarpEEN. We do not propose setting up a fund at this time, 
but we feel that it would be necessary upon the outbreak of hostilities 

Senator Hotianp. The rates would be considerable and the amounts 
which you would receive in the event of the outbreak of hostilities— 
and the bringing of these 100 planes under active coverage—would 
become sizable at once. It would depend, I presume, on the number 
of personnel involved, the value of the planes, and the other factors 
which would have to be figured in connection with the risk. 
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Mr. HarpreEn. Mr. Chairman, the risk could become, as you have 
stated, a very sizable amount in the event of war. 

Senator HoLianp. It is that very fact that makes it necessary that 
vou have some kind of extraordinary coverage not now afforded by 
commercial insurance companies to make sure that our international 
air traffic may continue. 

Mr. HarpeEEN. That is precisely correct. 


NATURE OF AMENDMENT 


Senator Hottanp. Now, what is the amendment that you wish to 
have in the bill? 

As I understand, you want some wording. 

Mr. Nietson. Mr. Chairman, in the amendment which we have 
submitted to the committee, we are requesting that language be 
inserted on page 2 of the bill, following line 6. We want entered: 
“Aviation War Risk Insurance Revolving Fund,” which reads: 


The Secretary of Commerce is hereby authorized to make such expenditures, 
within the limit of funds available pursuant to section 1306 of the Act of June 14, 
1951 (49 U. S. C. 716), and in accord with law, and to make such contracts and 
commitments without regard to fiscal year limitations as provided by section 104 
of the Government Corporation Control Act (31 U.S. C. 849), as amended, as 
may be necessary in carrying out the programs set forth in the budget for the 
fiscal year 1956 for aviation war risk insurance activities under said Act (49 
U.S. C. 711-722). 


Senator Hotuanp. I will ask the clerk to check to see whether that 
will require notice, whether that is legislation on the bill. 

At this point, I will file that in the record. 

Thank you for your statement, Mr. Hardeen, and thank you for 
your justification. 

Mr. Harpeen. Thank you. 

(The document referred to follows:) 


AVIATION Wark RISK INSURANCE 
(House hearings, pp. 67 to 80) 


Not included in House bill. 


AMENDMENT REQUESTED 


On page 2, insert, following line 6: ‘‘Aviation War Risk Insurance Revolving 
Fund.’ 

“The Secretary of Commerce is hereby authorized to make such expenditures, 
within the limit of funds available pursuant to section 1306 of the act of June 
14, 1951 (49 U. S. C. 716), and in accord with law, and to make such contracts 
and commitments without regard to fiscal year limitations as provided by section 
104 of the Government Corporation Control Act (31 U. S. C. 849), as amended, 
as may be necessary in carrying out the programs set forth in the budget for the 
fiscal year 1956 for aviation war risk insurance activities under said act (49 
U. 8. C. 711-722).” 

JUSTIFICATION 


The aviation war risk insurance revolving fund is designed to provide an interim 
binder program covering about 100 United States flag aircraft in international 
operation. By making binders available now, which automatically become war 
risk insurance upon an outbreak of hostilities, effective standby insurance is 
provided, thus guaranteeing that no delays in certain essential air transportation 
would occur in the crucial early stages of a war. 

We believe this binder program is an essential part of the overall civil aviation 
readiness picture. We believe that the only prudent course is to make the binders 
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available now, especially since it can be made available under the revolving fund 
on a self-sustaining basis, in a manner similar to the Maritime Administration’s 
interim binder program. 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


Air transport mobilization planning 


Difference, increase (+) 


955 (adjuste 956 estimate 
1955 (adjusted 1956 estimate or decrease (—) 


Em- 
loved 
Aver- Aver- Aver- paz x 
-osi-' age -osi-| age *osi-| age . . 
Posi ee Amount Posi , Amount Post ag 


tions | num- tions | num- tions | num- 
ber ber ber 


Amount 


Direct obligations: 
Personal services: 
Full-time per- 
manent. ._ | ‘ ; 000 ; $56, 000 
Other positions. 5, 000 , 000 : +$3, 000 
Excess over 52- | 
week base 200 200 
a 31, 200 ‘ 64, 200 +3, 000 
Other objects....._..... . , 800 10, 800 { 


Total direct obli- | 
Rs odbc clei kindd tetoae 2, 000 hiSGhtedens 75, 000 |. ---| +38,000 


The Defense Air Transportation Administration (DATA) is responsible for 

developing and administering preparedness measures relating to the air-trans- 
portation industry including policies and programs for current defense activities 
and readiness for any future mobilization of both carrier and noncarrier civil 
aviation in this industry. 
_ The basie statutory authorities under which DATA operates are: The National 
Security Act of 1947 as amended (sec. 108); Reorganization Plan No. 3, effective 
June 12, 1958 (see. 3.b); the Defense Production Act of 1950 as amended (titles 1 
and IT and applicable provisions of title VII); the Civil Aeronautics Act of 1938 
as amended (title XIII); and the Internal Revenue Code of 1954 (see. 168). Ex- 
ecutive Orders 10480 and 10219, and Defense Mobilization Order I-8 delegate to 
the Secretary of Commerce certain defense-mobilization responsibilities under the 
foregoing statutes, and in Commerce Department Order 137 the Secretary of 
Commerce dele ates these responsibilities to the Administrator, DATA, as they 
relate to air transportation. 

In carrying out its responsibilities, DATA performs the following principal 
functions: 

(1) Maintains a continuing allocation of civil aircraft between the Civil Reserve 
Air Fleet, augmenting the Military Air Transport Service, and the war air service 
pattern of commercial air transportation essential to a war effort, reflecting changes 
in military war plans and civil-aircraft inventories as they occur; 

(2) designates by registration number suitable long-range transport aircraft for 
operation in the Civil Reserve Air Fleet on 48 hours’ notice, and provides leader- 
ship to the DATA logistics working group and its technical advisory groups com- 
posed of industry experts in cooperation with the Air Force to build and maintain 
the standby organization and detailed plans necessary for immediate conversion 
of this fleet from commercial to military operations under contract with the Air 
Force; 

(3) cooperates with the Civil Aeronautics Board in planning for a war air serv- 
ice pattern to be operated commercially for priority traffic in wartime and _ pro- 
vides representation on an industry committee responsible for recommending revi- 
sions to this war air service pattern, minimum civil requirements and arrangements 
to provie a maximum flexibility in redistribution of lift; 

(4) represents the Commerce Department on a two-man Air Priorities Board 
established by the Secretaries of Commerce and Defense (the Administrator, 
DATA, is Commerce member), and maintains an interim organization of domestic 
traffic managers while assisting the Department of Defense in setting up a stand- 
by Directorate of Air Priorities to administer the system under policy guidance 
of the Air Priorities Board; 
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(5) provides leadership to industry advisory groups in coordination with the 
Federal agencies concerned in a continuing effort to assure that the maximum pro- 
duction of airlift in the event of war will not be impeded by a shortage or misuse 
of skilled aviation manpower; 

(6) cooperates with the Federal Civil Defense Administration and industry 
representatives in planning for the use of both carrier and nonearrier aircraft in 
the event of a civil defense emergency ; 

(7) In connection with aviation war-risk insurance under title XIII of the Civil 
Aeronauties Act, maintains the documents necessary for activation of war-risk 
insurance program including underwriting agency agreements, binders, insurance 
policies, and general orders (see attached proposed interim binder program for 
aViation War-risk insurance and justification for such a program) ; 

8) Makes recommendations to the Office of Defense Mobilization regarding 
defense loans under section 302 of the Defense Production Act; 

9) Acts as the delegate agency for the Office of Defense Mobilization with 
regard to expansion goals for air transportation facilities and issuance of necessity 
certificates for accelerated tax amortization under section 168 of the Internal 
fevenue Code of 1954 for air carriers which expand their lift capabilities under 
these goals. 

Since principal DATA personnel are, in addition to their usual duties, the 
chairmen and secretaries of all DATA’s industry advisory groups, a large per- 
centage of effort is devoted to such functions. This affects expenditures for 
secretarial and clerical assistance, reproduction costs, communications, travel, and 
material costs. Because of the large number of industry members on the ad- 
visory and technical groups, meetings must be held where most convenient to the 
great Majority, requiring extensive travel; telephone and telegraph messages are 
numerous, reproduction of minutes must be made and mailed usually for a mini- 
mum of 100 copies, and the classified nature of most of the material entails con- 
siderable time and expense. 


OFFICE OF STRATEGIC INFORMATION 


Coordination of release of strategic information 


iia 4 i < yi re » i -rease (- \} 
1955 (adjusted) 1956 estimate Diff ee eee ee 
or decrease (—) 
- - Em- 
Aver- Aver- Aver- ope = 
Posi-| age Posi- | age Posi-| age : as 
° é OF : i . 
tions | num- Amount tions | num- Amount tions | num- 
ber ber | 


Amount 


Direct obligations: 
Personal services: 
Full-time  per- | | 
manent f $38, ; $57, 275 +3.0 |+$18, 775 
Excess over 52- } | 
week base - be | 225 +225 


Total person- 
al services 38, 500 | 57,500 £19, 000 
Other objects_-_. .- , 500 17, 500 +6, 000 


Total direct obli- | | 
gations. ines 000 | 75,000 +25, 000 


The National Security Council, with the President’s approval, has requested 
the formulation of a policy designed to limit access to unclassified, scientific, 
technical, industrial and economic information by the Soviet and its satellites. 
This places new and grave responsibilities upon the Department of Commerce. 
In essence, it calls for a policy and operational unit, charged with providing 
appropriate advice and guidance to public agencies, industry, and private groups 
who are concerned with producing and distributing such information. In this 
work, the Department will be the authority and spokesman of the Federal Govern- 
ment on these complex security matters. It will be necessary to coordinate with 
other Government departments and industry, to provide security guidance, and 
to develop as far as practicable appropriate exchange activities. 
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The implementation of these responsibilities required creation of a special init 
in the Office of the Secretary. It is for this operation that $75,000 is requested 
for fiscal year 1956. 

This special unit, known as the Office of Strategic Information, has three ob 
jectives: (1) The establishment of a workable program of voluntary protection of 
strategic information; (2) the establishment of a uniform policy of publication of 
strategic information within Government; and (3) the establishment of a program 
for exchange information abroad to assure the maximum return to the American 
people and industry as well as the Federal Government. 


I. Program for voluntary protection of strategic information 


This program will follow somewhat the same policies as the program for volun- 
tary protection of technical information announced in January 1951, but will be 
broadened to cover all strategic information and will be pursued more actively 
It is designed to alert the public to the problem of free exchange of information 
without compromising the security of the country. 


II, Program to establish a uniform policy with respect to the publication of informa 
tion by the executive branch of the Government 


It is realized that the executive branch of the Government is probably the most 
frequent source of strategic information released; therefore, this Office will work 
to develop a policy of publication and release within Government which will be 
aimed at preventing the imprudent release of strategic information. This publica- 
tion problem is now being studied by an interdepartmental committee representing 
the agencies which develop Government publications and any policies which are 
developed will be in consultation with this committee. This Office will also nave 
the responsibility of acting as secretariat for this interdepartmental committee, 


IIT. Program for the establishment of a policy for the foreign exchange of information 
to assure the maximum benefit to the people of the United States 


This program will be established only after a thorough study within Government 
and industry and among individuals. To assist this Office there will be an inter- 
departmental committee on international exchanges composed of the executive 
offices dealing in the exchange of intormation as well as the Library of Congress, 
This committee’s advice will be used in the development of any program. 

These programs are designed to improve and strengthen the United States stra- 
tegic position and in no way are to be construed as any form of censorship. 


Justification of other personal services items 


Difference in- 
| —o | 1955 estimate | crease (+) or 
gui | | decrease (— 


Positions other than permanent--- = ial rela i $35, 000 | $38, 000 | +$3, 000 
Regular pay in excess of 52-week base. 7, 990 8, 490 | +500 
Payment above basic rate8...................---.... 4, 000 4, 000 | 


RHE busae cass nane= Sapa asmace areca wee 46, 990 | 50, 490 +3, 500 


| | 


The employment of experts and consultants is ordinarily restricted to matters 
of special interest to the Secretary, Under Secretaries, or Assistant Secretaries. 
This amount will be expended for expert assistance in the fields of transportation, 
international affairs, domestic affairs, and administrative management. ; 

The request for pay in excess of 52-week base is to provide funds on the basis of 
261 compensable days. 

The payment of above basic rates item is required to provide overtime pay for 
employees engaged in the administrative services activity. 


OFFICE OF STRATEGIC INFORMATION 


Senator HoLtuanp. Are there any further questions? 

Senator HayprEn. No. 

Mr. Nretson. Mr. Chairman, there is one other item in connection 
with the Office of the Secretary which we would like to mention to the 
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committee. It is the Office of Strategic Information which Assistant 
Secretary Moore would like to cover, as a statement for the record, 
and any questions that you may have with respect to it. 


EFFECT IF HOUSE ACTION SUSTAINED 


Mr. Moore. Mr. Chairman, the effect of not restoring the $25,000 
disallowed by the House committee for the Office of Strategic Infor- 
mation which was formerly financed by funds from the Business and 
Defense Services Administration would be to reduce the level of 
operation in that office during fiscal 1956. 

In November 1954, the Office of Strategic Information was set up 
in the Department of Commerce on the recommendation of the Na- 
tional Security Council, approved by the President. The Office of 
Strategic Information was instructed to consider what could be done 
in Government and outside to reduce the danger to United States 
iefense interests by the publication of unclassified information of 
strategic value. This was to be done in the following ways: 

First, in industry and publications outside of Government—to 
levelop awareness to the dangers involved in publishing strategic 
information and solicit voluntary cooperation outside Government in 
the use of balanced judgment as to the needs of our own people and 
the dangers in exposing our plans. 

Senator Haypren. Did you have any luck persuading them? 

Mr. Moore. We really did have. They worked w ell at it. Many 
people have given us 100 percent cooperation. 

Senator HaypeEN. 1 suppose there will always be somebody who 
s lax. 

Mr. Moors. There always is, but I do not think they have been 
quite aware of what they have been doing in some of these areas. 
Then a Government advisory committee was established to guide the 
awencies of the Government in their handling of information which 
may be strategic and to develop a consistent publication policy for the 
executive branch, This was done and we have had quite good recep- 
tion. There were so many things going out that it was very difficult 
to put one’s fingers on it, but the committee has worked very steadily 
on the problems. 


POLICY ON PUBLICATIONS EXCHANGE 


Then the committee was charged to establish an interdepartmental 
committee on exchanges to coordinate and establish uniform policies 
for international exchange of Government publications and to promote 
exchanges of technical information where such exchanges would be 
advantageous to the United States; and fourth, they were to establish 
acentral point within Government where business and industry could 
voluntarily look for guidance on the exchange of information of 
strategic importance. There are approximately seven people in this 
organization, and I think they have done an outstandingly good job. 

That is why we were asking for this money. It is to keep it up at 
a full-year rate during 1956. 

Senator HoLLanp. How much is involved? 

Mr. Moors. About $25,000 in this area. We did not touch on 
that yesterday. 
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Senator Hottanp. Where is it shown in the budget? 

Mr. Moore. Office of the Secretary. 

Senator HoLuanp. Is it included in the total of $128,000? 

Mr. Moors. The $25,000? Yes. We did not get that in the 
transfer from BDSA of $122,000. That was not the total year’s 
expenses. 

LIBRARIAN 


Senator Hottanp. Now, yesterday we went into the question of 
the proposed master librarian that you wanted to set up to preside 
over the many libraries that you have and, as I understand it, to see 
that they were better coordinated. Is it your intention in that 
regard to consolidate the physical location of employees? 

Mr. Moors. Absolutely not. 

Senator Ho_uanp. It is your intention, then, to work up a better 
system of overall circulation of books back and forth, and savings in 
book purchases, by making books more widely available than they are 
now? 

Mr. Moorn. That is true, sir. 

Senator HoLuanp. In the event this is allowed, do you think that 
you would be able to come back next year with a diminished appro- 
priation for library service? 

Mr. Moorr. We do not set out our library funds separately in 
the budget. I do not know what the answer would be. 

Let me say that even if we didn’t show dollar savings, we would have 
better libraries. 

Senator HoLtuanp. For the record, again, how many libraries do 
you have? 

Mr. Moore. Nine. 

Senator Hottanp. Where are they located? Are they all in 
Washington? 

LOCATION OF LIBRARIES 


Mr. Moorr. Yes; they are all in Washington. We have a service 
that goes out to the field from some of our bureaus, but the main 
libraries are in Washington. It is our intention to have 1 main 
library and 8 branches. 

Senator Hotuanp. Are they all located in your main building? 

Mr. Moorr. We have three in our main building. We have our 
headquarters library, the Patent Library, and the Coast and Geodeti 
Library in the main building. 

Senator HoLLtanp. Where are the others? 

Mr. Moore. There is 1 in Census, 1 in Standards, 1 in Weather, 
1 in Public Roads, and 1 in Maritime. [ think I have the 9 with that. 

Senator Hotuanp. That is 7 or 8, I think. You can see that they 
are all in when you correct your remarks. 

Do you have a listing showing how many volumes you have in each 
of these libraries? 

Mr. Moore. I do not have that with me, but I can get that. 

Senator Hottanp. I wish you would show that for the record, and 
also the number of personnel that you now have involved. 

Mr. Moore. I do have that. 125 employees. 

(The information referred to follows:) 
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In addition to eight libraries listed in preceding testimony, there is a library in 
the Civil Aeronautics Administration. Employment in the 9 libraries totals 12 
The total of volumes in the 9 libraries is estimated to be 1,262,650, of shieh 
979,400 are bound copies and 283,250 are unbound. 


Senator HoLtuanp. There are 125 employees in your 9 libraries all 
over Washington? 
Mr. Moore. Yes; and our expense for the year is about $745,000. 


MANAGEMENT SURVEYS 


Senator HoLuanp. Last year and the year before, you asked for 
and received authority for transfers of fille with which to conduct 
surveys of the management and organization of the Department of 
Commerce. 

Last year when the Senate hearings were under way, only a little 
information as to the recommendation of those surveys was available. 
Can you give the committee a full résumé of the recommendations 
made from the surve ys which have been completed, a status report 
for surveys still pending for which recommendations have not been 
compiled, and also, on those surveys which have recommended action, 
what action has been taken, and what is contemplated as to the others 

Mr. Moore. Yes; I have that information here. 

Senator HoLLanp. Do you have it in written form? 

Mr. Moore. I have it in written form. 

Senator HOLLAND. I suggest that it be incorporated in the record. 

(The information referred to follows:) 


Stratus Rrrort—MANAGEMENT CONSULTANT RECOMMENDATIONS 


The Department of Commerce has made liberal use of management-consultant 
firms, as well as of experts in transportation, science, meteorology, business, and 
industry. The enlistment of these outside experts has paid off well in assuring 
that our programs are well conceived and that our resources are devoted to the 
most essential and productive use. It enabled us to get a fresh viewpoint on 
established ways of doing things and the coverage of a great deal of ground in a 
short period of time. 

We have contracted for management-consultart services with 5 firms, of which 
t have completed their work and 1 is underway. The principal and subsidiary 
recommendations made by these firms run into the hundreds. We are moving 
as fast as we can to evaluate each of these recommendations and to take appro- 
priate action thereon. For example: 

The Booz, Allen & Hamilton firm made 85 recommendations concerning the 
program and operations of the Bureau of Public Roads. We have realized fur- 
ther economy and efficienev as a result of both the survey report and internal 
studies made by the Bureau. 

1. Further delegations were made to field highway engineers, and 2 engineering 
divisions were consolidated into 1 

2. Procurement activities were consolidated and office services were centralized 
in one operating unit. 

3. Fiseal control records were discontinued in Division offices. 

t. Old records were retired at considerable savings in space and file equipment. 

5. A research projects control svstem was establis':ed. 

6. The Hybla Valley tract of 1,281 acres was declared surplus to the Bureau’s 
needs. 

I will not itemize all of the recommendations and benefits which we realized, 
other than to say that as a result of this survey, ard concurrent aggressive internal 
management studies launched by Commissioner du Pont, the administrative 
expenditures of the Bureau of Public Roads were reduced by $437,000. The 
economies effected, however, are intermingled and cannot be segregated or 
assigned specifically to either the management consultant survey or to the studies 
by Publie Roads itself. 
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The Rath & Strong firm surveyed the Census Bureau area. Its contract has 
been extended for a limited additional work in connection with installing some 
of its recommendations, particularly those dealing with setting up of productioy 
planning and production standards. Some results already realized are: 

1. The fieldwork for the economic and agricultural censuses was segregated 
from current programs resulting in increased efficiency. 

2. Methods are being developed to establish a system of control reports in 
accord with establishment of production standards. 

3. The audits and accounts system and organization are being adjusted. 

Of the major Rath & Strong recommendations, less than half implied specific 
dollar savings. The remaining recommendations were essentially related to more 
clear designations of authority and responsibility, segregation of functions and the 
like, and only indirectly bearing on dollar savings. In developing our 1956 census 
budget, we reflected a savings of some $800,000 due to efficiencies of various 
kinds, of which about $300,000 is related to management consultant firm 
recommendations. 

In the CAA area we had the Cresap, McCormick & Paget firm. Evaluation of 
the recommendations made by that firm and subsequent decisions thereon will 
take some time. Some recommendations involve significant changes in concept 
of operation of air navigation facilities, aeronautical communications, air traffic 
control, and in the conduct of aviation safety activities. A number of them would 
require legislation. However, we are diligently pursuing final answers. Some 
accomplishments can be reported as follows: 

1. Federal airways planning staffs have been consolidated. 

2. Organizational adjustments to improve CAA management and administra- 
tive operations have been effected. 

3. Plans have been developed to test the operational feasibility at three locations 
of a new aeronautical communications remoting technique which would permit 
decommissioning of some low-activity communications stations. 

4. Evaluation is underway of the need for and type of service provided to the 
pilot operating under visual-flight rules. 

5. Evaluation is under way of the study of Special Working Group 13 of the 
Air Traffic Control and Navigation Panel of the Air Coordinating Committee 
concerning CMP’s recommendations with respect to operation of the Federal 
airways system. 

At this point we are not in a position to identify savings as a result of the CMP 
survey other than to say that the major area of potential savings is in the opera- 
tion of Federal airwavs. The results of pilot studies will not be known for some 
time. Major savings in aviation safety cannot be accomplished without a revision 
of the Civil Aeronautics Act. However, aside from the management consultant 
recommendations, the CAA has been able to reduce its operational costs by 
approximately $2,200,000. These savings as indicated in the 1956 budget justifi- 
cations result from combination or discontinuance of facilities, and reduction in 
flight hours and temporary employment. 

Studies of relatively limited scope have been made in the Coast and Geodetic 
Survey and the National Bureau of Standards areas also. In the C. & G. S. area, 
the type and character of the recommendations that have been accepted to date 
are mainly of a technical nature dealing with processing techniques. Although 
it is generally accepted that the operations have been improved, it is most difficult 
if not impossible to translate these items into dollars and cents savings. The 
Standards study by Social Research, Inc. was a followup to the recommendations 
of the report of our Ad Hoc Committee for the Evaluation of the Functions and 
Operations of the National Bureau of Standards. The purpose of this study was 
limited to information and advice on methods of increasing the scientifie produc- 
tivity of the Bureau’s staff. 

Senator Hotianp. Do you have highlights of that on which you 
wish to remark? 

Mr. Moore. I believe that these surveys have been excellent. 

Senator Hotianp. Do I understand that you are dropping your 
request for transfer of funds in connection with those surveys? 

Mr. Moore. At this time, yes, because we feel that we have com- 
pleted the surveys and will implement those we already have. 

Mr. Nretson. I think we should amplify that by saying that al- 
though we have deleted the request we do have the authority to 
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eunploy outside management consultants in the general provisions of 
ihe agency’s appropriations bill. 

senator Ho.Luanp. In other words, you do not feel that you are 
surrendering your right of transfer of funds? 

Mr. Nretson. We have had this general provision in the appro- 
priations bill for some period of time and we felt that the language in 
the Office of the Secretary was no longer needed in view of that general 
provision. 

Senator Houianp. All right. Are there any other matters in con- 
nection with the Office of the Secretary? 

Mr. Nrevson. | believe, Mr. Chairman, that that covers the items. 


ORDER OF PRESENTATION 


Senator HoLLanp. Because of the organization of the Department, 
it has been suggested, and this committee has agreed, that we take 
up the items of the bill in the groupings which accord with that 
organization, 

I will ask Mr. Nielson, the budget officer of the Department, to 
introduce the witnesses for each of the bureaus and offices at the 
indicated place in the bill, and to provide for the record the justifica- 
tions for the items. 

For the first group, we have before us the Under Secretary of Com- 
merce, Mr. Walter Williams, whose bureaus, as I understand, are the 
Bureau of Standards, the Patent Office, and the Coast and Geodetic 
Survey, is that correct? 

Mr. WituraMs. That is right, sir. 

Senator HoLuanp. If you have a general statement, I suggest it be 


placed in the record, and you proceed to outline it verbally for this 
ommittee. 
A short recess was taken.) 


BUREAU OF STANDARDS 


STATEMENTS OF WALTER WILLIAMS, UNDER SECRETARY; 
GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE; 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER; DR. 
A. V. ASTIN, DIRECTOR; DR. N. E. GOLOVIN, ASSOCIATE DIREC- 
TOR FOR ADMINISTRATION; AND WILLIAM LILLY, DEPUTY 
BUDGET OFFICER, BUREAU OF STANDARDS 


PREPARED STATEMENT 


Senator HoLLanp. The subcommittee will come to order. 

Mr. WiuuiAMs. Mr. Chairman, the first of the three Bureaus which 
come under my direct supervision on which we will report is the 
National Bureau of Standards. 

I have a brief statement which I will enter for the record that refers 
to all three of them, but I would like to make a brief statement with 
respect to the Bureau of Standards before we get to the questioning 
period, if I may. 

Senator HoLLanp. Without objection, I will place in the record the 
statement covering all three of the agencies under your supervision. 

(The statement referred to follows: ) 

6333255 —_—6 
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GENERAL STATEMENT BY WALTER WILLIAMS, UNDER SECRETARY OF ComMMeERrc; 


I should like at this time to comment briefly on a few considerations wit) 
respect to the programs and budgets of the National Bureau of Standards, th, 
Patent Office, and the Coast and Geodetic Survey. I assure you that the brevity 
of these remarks does not match what I feel is the importance of the programs 
of these Bureaus. 

NATIONAL BUREAU OF STANDARDS 


Some of you may have attended the open house at the National Bureau oj 
Standards a few months ago. The talk by Dr. Astin and the demonstration of 
their workindicated much more clearly than I can convey to vou the very wide rang 
of scientific subject matter in which thescientists at the Bureau must have specialized 
competence. In the old days we thought of standards as relating solely to lengt! 
and weight. To think in such terms today would be foolhardy. In this moder; 
technological period measurement techniques and standards are needed in many 
many specialized fields of the physical sciences and in the varied industries of tly 
Nation. I cannot emphasize too strongly the role that the Bureau plays in o 
job of improving the Nation’s standard of living and of supporting the nationa 
security of the country. The Bureau’s work strengthens, protects and expands thy 
well-being of our citizens. It has won international acclaim for its contribution t 
various scientific fields. Year in and vear out, the Bureau’s scientists have be 
awarded honors for their work and have been called upon for advice and leader- 
ship in areas of their special competence. 

A significant portion of the increase for the National Bureau of Standards al- 
lowed by the House Appropriations Committee will have to be used for financing 
of the Bureau’s overhead costs in accordance with a new method insisted upon by 
the Comptroller General. The Bureau’s technical activities also need increased 
support. The committee of scientists which the Department of Commerce en- 
listed to study the Bureau’s program found that the staff of the Bureau was highly 
competent but that the level of scientific activity in the basic program was far 
below national needs. 

festoration of the $750,000 to the full amount of the President’s budget 
needed to achieve a balanced technical program and to allow the Bureau’s scien- 
tists to operate at a level consistent with growing scientific technological and 
industrial needs. I urge you to find it possible to restore this amount to the 
National Bureau of Standards for its important work. 


PATENT OFFICE 


At the time the budget estimate for the Patent Office was being prepared, wi 
were awaiting the report of the Bush Committee concerning possibilities for 
mechanizing the patent application searching process. We could not and did not 
desire to anticipate the findings of that distinguished committee. According) 
we held the estimate down until we could get some authoritative advice on possi- 
bilities for solving at least part of our backlog problem through mechanization of 
search processes. 

After receipt of the Bush Committee report, which is substance holds out promis 
for mechanization advances at some indeterminate future time, we proceeded t 
reexaming the Patent Office needs with the awareness that our biggest individua 
problem, after receiving additional appropriations, was the reeruitment of per- 
sonnel. We believe we can solve this. In addition to the conventional mea 
of recruitment, we have plans and promises for assistance which I feel confident 
will permit us to solve the backlog problem in an orderly and efficient manner 

Prior to our sending up of an amendment to the budget estimate for fiseal year 
1956, the House Appropriations Committee reported its bill providing for an ir 
crease from $12 million to $14 million. This evidence of reeognition of th 
problem and the action of the House committee is significant. 


COAST AND GEODETIC SURVEY 


The recent activity in oil exploration in the gulf coast area has had a great 
influence on the economic growth of the region and is the potential source of a 
vast income to the Federal Government as well as of significant importance to the 
defense potential of the country. 

However, this activity and its great benefits have imposed greater work and 
responsibilities on the Coast and Geodetie Survey than have been normal during 
the preceding years. Navigational hazards have and are being created at a rapid 
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rate by the erection of rigs and platforms, and, as the Secretary of the Interior has 
stated, without basic control surveys it will be impossible for him to administer 
the Submerged Lands Act. This navigational hazards problem, and the uncer- 
tainty in many cases as to the ownership and jurisdiction as between the Federal 
and State Governments of the gulf coast tidelands, places abnormal survey 
responsibilities upon the Coast and Geodetic Survey. 

I urge this committee’s careful consideration of the needs of the Coast and 
Geodetic Survey and restoration of the $200,000 reduction by the House 
Appropriations Committee. 


VALUE OF RESEARCH 


Senator HoLLanpb. Proceed, please. 

Mr. Witurams. I think every thoughtful American citizen is 
ereatly interested in the part that research plays, whether it be 
research by private enterprise or research by public institutions. 
Research plays its very important part both with respect to national 
security and with respect to providing the technological development 
that will strengthen our domestic economy. 

The other day I learned some very interesting figures that I think 
would be worth putting in the record. 

One of our large national industrial firms, over a good many years, 
had made a study and it showed that as a result of the study, that for 
every $1 that it put into research $36 of sales resulted. It also showed 
that for every dollar spent in research $7.20 in net profit before 
taxes resulted. 

Another of our large nationally known organizations has found 
from its examination into its records that for every dollar spent in 
research there are $3 ultimately spent for new plant and equipment. 

So that there is an extremely close relationship between research 
and the development of our economy. 

Now, the statement I have just made, of course, does not apply in 
quite the same manner to a Government research organization because ; 
in private enterprise, of course, you have the organization operating 
on a profit basis; and, of course, in the Government, it is a different 
kind of thing; but basically the same principles apply. 


COMPLEXITY OF MEASUREMENTS 


Those who were at the open house that the National Bureau of 
Standards put on a few months ago, I think, were quite thrilled with 
what they saw and heard. It was pointed out by Dr. Astin, who gave 
a lecture on each of these 15 occasions, that whereas in earlier years 
the meter bar, the kilogram weight, and the gallon measurement for 
liquid measure were all relatively simple measuring terms, now, where 
we know so much more about this complex world in which we live, we 
find ourselves surrounded with electrical waves and radio waves and 
infrared or heat. waves, invisible waves, and high-energy X-rays and 
gamma rays and cosmic rays; and the matter of establishing on 
resting upon research for this vastly complicated kind of a world i 
which we live today imposes upon the National Bureau of uneilande, 
as the agency charged by the taxpayer through his Government with 
the establishing of ‘standards—a very, very real responsibility. 

It means that the Bureau has to be engaged in basic research on all 
fronts. They have to be manned by scientists and skilled men of 
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research who are in the vanguard of scientific knowledge all of the 
time. 

After all, the development of our technology, which in turn, produces 
increased produc tivity, which in turn produc es a higher and higher 
standard of living for us all—those things rest upon pure researe h as 
the basic stepping stone. 


ELECTRONIC COMPUTING SPEED 


Just one illustration which thrills me to pieces—and I think there 
is not too much known about it in terms of the laymen of the country 
has to do with these electronic speed calculators. 

Just yesterday, when I was out at the National Bureau of Stand- 
ards, I learned something which makes my mind reel with dizziness, 

This machine that they have there at the present time, which they 
are improving from time to time, is able to add a series of 4,000 lines 
of figures—each line containing 13 digits—per second. 

That, to me, sounds pretty fast. 

Now, I understand that a machine which they put together for a 
Navy project not long ago is able to operate at about 30 times that 
speed and they have one in the design stage right now which is 
ultimately expected to outdo this one that I just referred to —this 
4,000 per second, by about 50 times. 

If you multiply out the 4,000 lines of digits by 13, which is the 
number of digits in a line, that is approximately 50,000; and if you 
multiply that by another 50, you have 2% million numbers being 
registered per second, that gives you a little idea of the extent to 
which research in this very important field has gone. 

Now, those things are all going to find expression in terms of the 
new economy of tomorrow, and I think that the expenditure of an 
adequate sum of money that can be expended intelligently, vear by 
year, is just one of the very, very best investments that we, as tax- 
payers, can possibly make. 


ACTION OF HOUSE ON BUDGET 


Now, in this current budget, there was the request under ou 
budget for an increase of $1,750,000 in the so-called expenses item. 

The House allowed an increase of $1 million, but curtailed the 
amount by $750,000. 

Then there is an item in plant and equipment of $1,015,000, and 
that $1,015,000 is made up of a sum first of $50,000 for this speed- 
electronic-calculator project, and $200,000 for plant reconditioning 
and plant maintenance. 

This total of $1,015,000 not only includes the above $250,000 but 
includes also $765,000 for an clectronics calibration laboratory for 
services for the military at Boulder, Colo. 

Out of that whole amount requested, the $765,000 was allowed by 
the House, but of the remaining $250,000, there was a $20,000 reduc- 
tion. 

Presumably that $20,000 would come out of plant maintenance, 
although it was not specified. But, at any rate, there is a net reduc- 
tion there of $20,000. So that, with the $750,000 which was curtailed 
from the general expense item, and the $20,000 from the plant and 
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equipment item, there is a total curtailment as reported by the House 
committee of $770,000. 

As I indicated a while ago, when the Secretary was here, while there 
was an increase of roughly $1 million, this billing differential item 
which we discussed briefly a while ago, takes $550,000 of that, and it 
leaves only $460,000 for actual use to expand the research and in- 
vestigative program out there. 


NEED FOR LARGER SUMS 


Tying that statement now with what I said a while ago, I think it 
would be extremely unfortunate if at this time of need for the maxi- 
mum technological development for the preservation of our national 
security, to say nothing of keeping in the vanguard scientificwise for 
the development of our national economy, it would be unfortunate 
indeed if we were left with only the $460,000 as new money for research 
rather than having that much plus the $750,000 that was curtailed. 

I think that will cover the introductory statement that I would like 
to make. 

Dr. Astin and his associates are here to answer any questions. 

Senator HotiaNnp. Relative to the plant and equipment item, is it 
correct that you want only the restoration of the $20,000 that was 
omitted there? 

Mr. Wiuurams. That is right, sir. 


NEED FOR LANGUAGE 


Senator HoLtaNnp. What about some new language that has been 
suggested in the statement that has been filed with the committee? 

Do you ask for that new language at this time? 

Mr. Witurams. Yes, we would like to ask for that. 

Mr. Nielson, I will ask you to explain that, if you will, please. 

Mr. Nretson. Mr. Chairman, on page 90 of our appeal letter, we 
would like to have an amendment to insert, on page 22, line 2, after 

) 


“facilities ;’— 


and construction of an electronic calibration center at a cost not to exceed 
$765,000; 
PROJECT AUTHORIZATION 


Senator HoLLanp. Let me ask you two questions: first, is that 
project authorized? Has it been authorized by earlier legislation? 

Mr. Nretson. I think, yes. It has been authorized by earlier 
legislation. 

Senator HoLLanp. Will you file the reference for the record? 

Mr. Nietson. We will be happy to do so, Mr. Chairman. 

(The information referred to follows:) 


The legislative authority relied upon for the Electronic Calibration Center is 
contained in 15 United States Code 286 as follows: “* * * The Secretary of 
Commerce is authorized to make improvements to existing buildings * * * 
including construction of minor buildings and other facilities of the National 
Bureau of Standards * * *: Provided, That no improvement shall be made nor 
shall any building be constructed under this authority at a cost in excess of 
$25,000, unless specific provision is made therefor in the appropriation concerned.” 

The legislation quoted above authorizes the construction of the building but 
requires a specific provision in order to avoid the $25,000 limitation. The House 
allowance does not include the specific language needed for this purpose, although 
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the House report does indicate that money for the construction of the Calibration 
Center was included in the amount allowed. In order to avoid difficulties as to 
the propriety of constructing the building at a cost in excess of $25,000, the 
Department has requested that the language be amended as indicated. 


HOUSE ACTION 


Senator HOLLAND. Second, did you make this request of the House 
committee? 

Mr. Nietson. We did make this request of the House committee. 

Senator HoLLtanp. And it was denied? 

Mr. Nieuson. It was not included. 

Senator HoLuanp. Thank vou. 

Proceed. 

REQUESTED RESTORATIONS 


Mr. Nrevson. Mr. Chairman, on page 87 of our appeal letter, and 
on page 90, are the requested restorations which we are requesting for 
the Bureau of Standards. Dr. Astin is here. I think it would be 
well for him to discuss those requested restorations. 

Senator Hotuanp. All right, Dr. Astin. 

Dr. Astin. Thank you, Mr. Chairman. 

First, however, I would like to take a few minutes to supplement 
what Mr. Williams said. 

Senator HoLuanp. We will insert the requested amendments and 
the supporting data. The language required has been explained by 
Mr. Nielson, and now you may proceed, Dr. Astin. 

(The information referred to follows:) 


NATIONAL BUREAU OF STANDARDS 
Plant and Equipment 
(House hearings, pp. 168 to 172) 


Page 21, line 19, of H. R. 6367 as reported. 


1955 appropriation 0) 
1955 appropriation (adjusted) $250, 000 
1956 budget estimate _ — —- 1, 015, 000 
1956 House allowance 995, 000 
Increase (+) or decrease (—) 1956 estimate over 1955 appropriation 

(adjusted) - +765, 000 
Increase (+) or decrease (—) House allowance from 1956 estimate — 20, 000 
Restoration requested_- 20, 000 


AMENDMENTS REQUESTED 
On page 22, line 2, after “‘facilities;’”’ insert “and construction of an electronic 
calibration center at a cost not to exceed $765,000;’’. 
On page 22, line 2, strike out $995,000” and insert ‘‘$1,015,000"’. 


HOUSE REPORT 


“Plant and equipment.—The committee recommends $995,000 for 1956, a 
reduction of $20,000 in the budget estimate. The amount recommended will 
permit a continuation of the alterations and improvements program as requested 
in the budget estimates. Also, it will permit the construction of an addition to 
the radio laboratory at Boulder, Colo., to conduct research for our armed services 
on calibrating electronic equipment for communications, navigation, fire-control, 
identification, and missile-guidance systems. The funds provided cover the con- 


struction of the necessary buildings. The cost of equipping and operating the 


facility will be borne by the military services.” 
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JUSTIFICATION 


The first amendment is a language clarification. The legislative authority 
relied upon for the Electronic Calibration Center is contained in 15 United 
States Code 286 as follows: ‘“* * * * The Secretary of Commerce is authorized 
to make improvements to existing buildings * * * including construction of 
minor buildings and other facilities of the National Bureau of Standards * * * 
Provided, That no improvement shall be made nor shall any building be con- 
structed under this authority at a cost in excess of $25,000, unless specifie provision 
is made therefor in the appropriation concerned.” 

In accordance with the authority here quoted, specific provision for this 
construction should be included in the appropriation. 

The House report indicates that money for the construction of the Calibration 
Center was included in the amount allowed, but the language now needs to be added. 

The second amendment requested is restoration of $20,000. The House com- 
mittee action, which is appreciated, indicates approval of each of the programs 
neluded in the appropriation request, each of which was carefully estimated as 
to cost. The effect of this reduction, however, will mean a delay in the Bureau’s 
continuing program covering the rehabilitation of mechanical facilities. The 
amount requested for this activity in the fiscal vear 1956 budget estimates was 
$75,000. 

The Bureau’s program in this respect has been in the interests of reduced costs 
through repair and rehabilitation of existing facilities wherever possible, rather 
than outright replacement. Schedules have been tightly maintained so as to per- 
mit an orderly yet timely execution of the program. Any delay in these plans 
might easily result in a major breakdown of certain mechanical facilities. This 
‘ould require the necessity of replacement at considerably higher costs to the 
Government. 

For the above reason it is requested that sincere consideration be given by this 
‘committee toward restoration of this $20,000 item. 


Summary of requirements 
Appropriation, 1955 
omparative transfers from: 
“Operation and administration” $250, 000 
“Construction of laboratories (Jiquidation of contract authorization)” 115, 000 
$365, 000 
eduet: Nonrecurring programs, ‘‘Construction of laboratories_-____- —115, 000 


Base for 1956 : $250, 000 
et difference, 1956 over 1955: 


Requirements | 
ses ticti teceiliaci lias Difference 
By activity increase (+) 
1955 ad- | 1956esti- {decrease (—) 
justed mate 


Facilities: 

Mechanical facilities $1 

Improvements and construction... _- 125, 000 125, 000 
Special equipment £ 50, 000 +50, 000 
Construction of Electronic Calibration Center 765, 000 +765, 000 


), 000 $75, 000 —$50, 000 


oF 
2! 


Gross requirements ; : 250, 000 1, 015, 000 +765,000 +765, 000 


Total estimate of appropriation, 1956 Ssaapes cua 1,015, 000 
EXPLANATION OF LANGUAGE CHANGES 


This appropriation includes the continuation of the alterations and improve- 
ments program of the former appropriation, ‘‘Operation and administration.” 
Two new items are proposed: construction of a pilot electronic data processing 
device and construction of a wing on the radio laboratory at Boulder, Colo., to 
house an Electronic Calibration Center. 

The appropriation is requested to be available until expended. This conforms 
to general practice for appropriations for capital expenditures. 


AMENDED REQUEST 


The original request for ‘‘Plant and equipment” was for $250,000 to finance the 
continuation of the Bureau’s alterations and improvements program and the initial 
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design work for a pilot electronic data processing device. The request has bee 
amended to include $765,000 for construction of an addition to the radio laboraton 
at Boulder, Colo., to provide space for a new electronic-calibration program, — Th; 
request for $250,000 is explained in pages 1166 through 1171 of the justificatio, 
of estimates previously submitted. The following pages explain the request fo; 
765,000 for the Electronic Calibration Center. 


ELECTRONIC CALIBRATION CENTER 


The National Bureau of Standards proposes to establish an Eleetronie Calibra. 
tion Center as a part of the Central Radio Propagation Laboratory at Boulder. 
Colo. The Center will provide calibration services for electrical and electronic 
instruments that measure voltage, current, power, attenuation, impedance, and 
other quantities at frequencies ranging from 0 to 40,000 megacycles. The cost of 
constructing the Center is estimated at $765,000. 

Effective use of electrical and electronic equipment requires a high degree o 
precision in the uniformity of operating characteristics. Over $6 billion wort! 
of electronic equipment and apparatus is manufactured annually in this country 
Were each manufacturing company to use an even slightly different value for 
basie electrical units such as the volt or the ohm, the apparatus made by subcop- 
tractors would fail to funetion properly as a part of a final product. The resul; 
would be an impossibly confused situation causing large financial losses to th 
Nation, 

In the communications industry the multiplex transmission of intelligence ove 
a relatively small number of circuits is dependent on the precise adjustment of 
capacitors, inductors, and other circuit components in such a way as to prevent 
the signals from straying into the wrong channels. This again requires precis 
uniformity in the measurement of the basic electrical units. 

The precise and accurate measurement required by modern technology ean }y 
achieved only by periodic comparison of working standards with primary stand- 
ards and by periodic calibration of measurement instruments with reference t 
primary standards. Each year the demand for calibration. of electrical and 
electronic instruments increases. Because of the technical difficulties of achiey- 
ing this critical uniformity of operating characteristics, precise absolute meas- 
urements are carried out only in the national standardizing laboratories of a fe 
of the larger countries. These absolute measurements serve as the “standards 
for all other measurements made in industrial and scientific laboratories. 

As the custodian of the national standards of physical measurement, the Na- 
tional Bureau of Standards has the responsibility of insuring that the units of 
measurement used in science and industry are constant through the years and 
uniform throughout the Nation. In carrying out this responsibility in the fields 
of electricity and electronics the Bureau has developed very precise standards of 
resistance and voltage whose values are established by absolute measurements 
that fix the relation between these units and the fundamental mechanical units of 
length, mass, and time. From these basic electrical standards the Bureau has 
derived other standards for all electrical quantities in use today. 

The demands of modern science and technology have made this work mor 
and more exacting not only in terms of accuracy but also in terms of the range 
of values and variety of units in which measurements are made. The Burea 
now makes precise measurements of currents, voltages, and resistances having 
values up to tens of thousands of amperes, hundreds of thousands of volts, and 
millions of ohms. This is done with direct current, with alternating current of 
various frequencies up into the thousands of megacyecles per second and wit! 
surges of current lasting only a few millionths of a second. Among the devices for 
which calibration services are requested are potentiometers, bridges, resistanc 
boxes, volt. boxes, capacitors, inductors, multimegohm resistors, meters of al 
kinds, instrument transformers, magnetic test coils, and standard cells. Thesé 
services are requested by manufacturers of electrical equipment, public utility 
companies, public service commissions, communication laboratories, universit) 
laboratories, commercial testing laboratories, and the many scientific laboratories 
of the Federal Government. 

Particularly in the radio- and microwave-frequency ranges, the Bureau, becaus 
of budgetary restrictions, has been unable to meet the demand for national 
standardizing services. Budget limitations have prevented the acquisition of th 
complex equipment, the recruitment of the necessary personnel, and the establish- 
ment of the necessary operating facility to provide the calibration services needed 
by private organizations and other Government agencies. With reference to this 
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problem the Bureau Evaluation Committee, which was appointed in 1953 by the 
secretary of Commerce, reported that: 

“The committee was surprised to learn of the relatively small amount of calibra- 
tion work done for outside organizations [in the radio frequency ranges} * * *. 
The calibration of secondary standards is one of the major ways high precision 
cap be maintained throughout the country * * *. The calibration work presently 
carried on is not sufficient for the country’s needs. It should be substantially 
expanded.” 

The lack of facilities to provide calibration services for electronic equipment 
has been emphasized recently by the receipt of a request from the Air Force that 
the Bureau undertake to provide a primary standard calibration service for 
electronic test equipment. Similarly, components of the Army and the Navy 
have indicated a need for calibration of electronic instruments to be used in 
acceptance testing and in maintenance of reliability of electronic gear. The need 
for an-expansion of NBS calibration services in the electronics field has also been 
expressed in recent vears by industrial and university laboratories. Manufac- 
turers of electronic equipment have attempted to fill the gap created by the 
Bureau’s inability to provide these services by establishing procedures to calibrate 
their own working standards. However, the working standards lose much of 
their value if they are not calibrated in terms of the national primary standards, 
30 that, for example, several contractors for particular types of military or elec- 
tronie components will produce interchangeable equipment. 

The most urgent requests for expanded NBS calibration services for electronic 
equinment have been received from the Air Foree. The requirements of the 
Air Force program will serve to illustrate the urgent nature of the problem which 
faces the military agencies. 

VBS must fulfill Air Force requirements for calibration of electronic equipment 

The increasing complexity of electronic devices used in high-speed aircraft and 
guided missiles requires greater accuracy, stability, and reliability. The amount 
of electronic gear in military aircraft has increased severalfold since World War II 
and the stringency of operating requirements has increased to an even greater 
degree. For example, it is estimated that more than half the cost of a fighter- 
interceptor plane is for electronic equipment, used for fire control, navigation, 
interceptor radar, communication, and identification. 

The quantity ot electronic test equipment used by the Air Force has greatly 
increased due to (1) the expanded use of electronic devices; and (2) the need for 
accuracy of measurement obtainable only with electronic test equipment. 

The performance of all electronic equipment used by the Air Force depends on 
the accuracy of test instruments used by the repair and quality control units. 
To assure conformance with exacting maintenance criteria the Air Force has 
established a secondary standards program. Each of 10 principal Air Force 
maintenance installations will be equipped with all of the necessary standards 
and precision instruments essential for accurate verification, calibration, and 
certification of the inspection and production test equipment used in its area. 
To assure the accuracy of the standards at these Air Force facilities it is essential 
that the standards be inspected and calibrated at periodic intervals. Uniformity 
of calibration between laboratories and between military services can be achieved 
only by inspection and calibration of all secondary standards by one agency in 
terms of one set of primary standards. 

In its organic legislation the National Bureau of Standards is charged with the 
responsibility for maintaining the primary standards of measurement, conse- 
quently, for providing comparison and calibration services to the public and to 
other agencies. The Air Force has, therefore, requested that the Bureau provide 
the necessary calibration service whereby Air Force secondary standards will be 
calibrated in terms of the national primary standards. 

The need for calibration of electronic measurement equipment is emphasized 
by the following example: For long-range missions the Air Force uses a system 
of air-to-air refueling. Radar navigation equipment is used to rendezvous the 
tanker and the aircraft. The planes usually are from widely separated locations. 
To assure that the two aircraft will contact each other their navigation equipments 
must be precisely calibrated in terms of a single-frequency standard. To achieve 
this, calibration information must originate from one source and be transferred 
to the maintenance units so that calibration of all equipment in the Air Force 
can be referred to a single standard. 

Twelve test instruments are required to check rendezvous equipment in a 
tanker. It takes 17 test instruments to check the rendezvous equipment in the 
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aircraft requiring refueling. These equipments must all have an accuracy of 
one-tenth of 1 percent to avoid failure of the mission. To calibrate these tes 
instruments to this degree of accuracy takes 25 measurement standards with a) 
accuracy of one-hundredth of 1 percent. 

Dire consequences may result from failure to calibrate electronic equipment 
in terms of a single set of standards to provide compatible operation of electronic 
equipments among the military services. An airplane with improperly adjusted 
navigation equipment may he unable to find an airport and thus be forced to 
erashland. Fighter aircraft may miss enemy aircraft because fire-control equip- 
ment is not calibrated. Friendly aircraft may be shot down by antiaircraft 
batteries because proper identification signals are not received. Bomber aircraft 
may miss a target because the bombing mechanism is faulty. Improperly fune- 
tioning electronic fuel metering devices for jet aircraft may cause failure of 4 
mission and possible loss of the aircraft. Failure to calibrate guidance or fuzing 
components of guided missiles may destroy their usefulness. 

To meet the urgent needs of the military services for electronic equipment ca 
brations, as well as the needs of industrial and other private organizations, 
Bureau must expand the facilities operated by its Radio Standards Divisio 
This Division carries out a very small number of calibrations at the present tim 
The Bureau estimates that meeting the calibration needs of the foreseeable futur 
will require approximately 27,000 additional square feet of laboratory and offic 
space as well as procurement or construction of a large number of electronic 
equipments and devices to be used as primary standards and calibrating facilities 
The proposed Electronic Calibration Center can be established by the constructio 
of an additional wing to the Radio Laboratory Building at Boulder, Col., at a 
estimated cost of 8765.000. 

Since the proposed building will be an addition to an existing laboratory of 
National Bureau of Standards, an appropriation to the Bureau to finance t} 
construction is requested. The purchase of technical equipment and the operati 
costs of this facility will be finaneed by the military services and other users, 


CONSTRUCTION OF SPACE FOR THE ELECTRONIC CALIBRATION CENTER 


\n examination of the technical requirements of the proposed program indi- 
cates that approximately 27,000 gross square feet of additional space will be re- 
quired. This will provide approximately 22,000 net square feet of usable spac 
Inasmuch as all areas of the Radio Laboratory Building are currently assigned t 
existing programs, only 2 rooms (about 1,500 square feet) could be made availabl 
in the existing structure. It will, therefore, be necessary to erect an additiona 
wing on the building. The Bureau’s estimate of $765,000 for construeting ar 
finishing the building has been reviewed and confirmed by the General Services 
Administration. 

The new wing will be put to four different categories of use. The first is t! 
laboratory area proper. This space comprises over 15,000 square feet (or mor 
than one-half of the proposed wing) as well as about 1,500 square feet. of space i: 
the existing building. Most of this space will be used for the actual calibration of 
secondary standards submitted to the Bureau by Government and industry 
One room will be used for preparation, maintenance, adjustment, and repair of 
instruments prior to calibration. Because of the extremely rigid requirements 
connected with calibration activities, special atmospheric conditions must bi 
maintained within this laboratory space Most of this area will require rig 
control of dust, temperature, and humidity. In addition, it will be necessary t 
shield much of the area from outside electrical interference. 

Another area of approximately 3,000 square feet will be used for the shipping ar 
receiving of instruments to be calibrated. Much of the space will be devoted | 
storage and repair of instrument crates. The shipping and receiving area will hav 
a minimum of interior finishing and will require no special facilities. 

Approximately 2,000 square feet will be utilized for offices and records. [nas 
much as detailed records must be maintained on the individual instruments 
calibrated at NBS it is necessary that specific space be provided for the main- 
tenance and storage of records in addition to the normal office requirements for th 
staff making the calibrations. 

The new wing will also inelide an area of approximately 1,800 square feet for 
the housing of transformers, air conditioning motors, and compressors. Becaust 
of the “electrical noise’’ generated by these machines, it is necessary that they be 
isolated from the actual calibration facilities. To accomplish this, the Bureat 
plans to house this equipment in a room at the end of the wing, away from the 
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alibration areas. This room will not require any special facilities or special 
finishing. 

Construction estimate 
Basie construction $540, 000 
Shielding rooms 96, 000 
Temperature, humidity, and dust controls ; 86, 000 
Architectural and engineering services 43, 000 


Total - 765, 000 


sic construction, $540,000 


This estimate provides for the basic construction of an additional wing to the 


existing structure. This wing (No. 6) was contemplated at the time the original 
iilding Was authorized and was included in the original drawings for the existing 
milding. Exeept for the special facilities identified below, the new construction 
vill be similar to that of the original building. The estimate of $540,000 ineludes 
$510,000 for construction of the wing exelusive of the area in which transformer 
ind air conditioning units will be located. The estimate is based upon cost 
xperience obtained during construction of the existing building. Based upon 
these Costs it is estimated that the construction of most of the basie strueture will 
ost approximately $1.38 per cubie foot. This figure ineludes such items as site 
reparation, basie construction of the building, interior finishing, landseaping, 
onstruction of roads and sidewalks, as well as the installation of the normal 
aboratory utility facilities such as eleetrie wiring, plumbing, ete. 

The need for a special room to house the transformer and air conditioning equip- 
ent has been previously mentioned. Since this space will require a minimum 
f interior finishing, it is possible to reduce the estimated cost to approximately 


$1.15 per cubie foot. Accordingly, construction of this area will require $30,000. 
S/ilé ded rooms, S46 OOO 

In order to avoid electrical interference and “noise”? which would distort precise 
alibrations, it will be necessary to provide special shielding for most of the cali- 
ration areas. This can be done by coating walls, ceilings, and floors with a 
eavy paper surfaced with a copper foil and installing grounded metal-clad doors 
ind aluminum window sereens. It is also necessary to provide filters for power 
let lines for these rooms and to install shielded light fixtures 

The estimate of $96,000 includes $91,000 for shielding approximately 9,000 
square feet of the space to be occupied by the Fleetronic Calibration Center. 
The estimate also ineludes $5.000 for the increase over basie construction costs 
resulting from the need for special light fixtures. 


Te Mi pe rature, h umidity, and dust conti ols, $86,000 


Nearly all of the laoratory space, including the area assignee’ for adjustment 


and repair of the instruments, will require rigid controls on temperature, hu- 


miditv., and dust content of the air. The instruments to be calibrated and the 
‘alibrations to be made are of such a precise nature that atmospheric conditions 
must be controlled very closely Failure to provide such controls can adversely 
affect the results of the calibrations or, in extreme cases, can actually impair the 
reliability of the instruments themselves. 

Accordingly, it is proposed that all of the space, except for the shipping and 
receiving area, be controlled as to temperature and humidity. This will permit 
the passage of instruments from room to room without having them subjected to 
marked changes in atmospheric conditions. The system will also include indi- 
vidual thermostatic controls in those rooms which require extremely precise con- 
ditions. In general, the usual filtering svstem included with the temperature 
and humidity control equipment will be adequate for dust control. However, 
the estimate does provide for installation of electrostatic precipitators for areas 
which have more extreme dust control requirements. 


Architectural and engineering services, $43,000 


The estimate for construction of the building includes approximately 6 percent 
ir architectural and engineering services. 
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EXPENSES 


(House hearings, pp. 146 to 177) 


Page 21, line 7, of H. R. 6367 as reported. 


1955 appropriation _ _ _ - os () 
1955 appropriation (adjusted) ee $6, 000, 000 
1956 budget estimate _ ___- bc Fieger eee 7, 750, 000 
1956 House allowance eee a , . 7,000, 000 
Increase (+) or decrease (—) 1956 estimate over 1955 appropriation 

(adjusted) _ ___ +1, 750, 000 
Increase (+ — 750, 000 
Restoration requested 750, 000 


AMENDMENT REQUESTED 


On page 21, line 14, strike out ‘$7,000,000” and insert ‘$7,750,000.”’ 
HOUSE REPORT 


““Expenses.—This is a new appropriation which combines and consolidates 
programs formerly carried under the headings ‘Operation and administratio: 
“Research and testing,’ and ‘Radio propagation and standards’ * * * 

“The amount proposed for 1956, $7 million, represents an increase of $1,010,000 
over funds available for 1955, and is a reduction of $750,000 in the budye 
estimates. 

“A portion of the increase will be used to make adjustments required by tli 
Comptroller General in overhead charges ayainst technical projects undertake 
by the Bureau for other agencies. In the past it has been the practice to dis 
tribute overhead at a disproportionately high rate to those programs supported 
by transferred funds. The additional funds provided in the bill for 1956 wil 
permit the correction of this practice by the establishment of a proper charg 
against the Bureau’s own programs. 

“The balance of the increase provided will be used to expand the Bureai’s 
work in research and testing, and radio propagation and standards.” 


JUSTIFICATION 


The National Bureau of Standards has, with the help of outstanding scientifi 
authorities, developed plans for an active and important program of research and 
development in the field of standards and measurement. These plans for the Bu- 
reau constitute an adjustment of its program in terms of the service and scientific 
knowledge which can be provided for the Nation, for science, for industry, and 
for other Government agencies. Basic to this adjustment is the effort to achiev: 
technical balance in the Bureau’s research program. The Bureau seeks to increas: 
with proper emphasis the basic program, the program of research directly related 
to the primary function of the Bureau. 

The Bureau has been falling behind in the research which it must undertake to 
fulfill its assigned role of national leadership in standards and measurement. I) 
certain fields, such as electronics, the Bureau has been unable to make even a dent 
into the mounting requirements for standards. Whole industries, large areas of 
technology, and fundamental fields of science await the work of the Bureau, and 
the Bureau must be placed in position where it can fulfill its responsibilities. _ If 
the growth of the Nation, if increases in the standard of living await the advances 
of American technology, then these advances are held up by not having essential 
standards, essential specifications, essential and uniform techniques of meastre- 
ment, and advanced instrumentation. This is the responsibility of the Burea 
and the program now planned is in direct support of this responsibility. 

Increased funds are needed to support basic research in neglected scientific areas 
and in areas where there is a strong need for new data. Increased funds are 
needed to allow the Bureau to provide improved calibration services to scienc: 
Government, and industry. Increased funds are needed to bring new scientific 
knowledge to the point where it will have immediate application to the uniform 
production of new goods for the consumer. Increased funds are needed to allow 
the Bureau to take major steps in balancing its research, development, and testing 
program in terms which scientists, industry, and Government advisers have recom- 
mended. The increases will insure major advances in the basic fields of the Bu- 
reau’s assigned responsibility. 
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It is thoroughly appreciated by the Bureau that the House action provides for 
an increase for fiscal year 1956 of $1,010,000 over funds available for 1955 and in 
.o doing recognized the billing differential problem with which the Bureau has 

heen confronted. 
Of this proposed increase, however, it is estimated that approximately $550,000 
( # will be required to adjust the billing differential and that approximately $460,000 
0, 000 HE will be available for distribution throughout the basic technical program activity. 
0, O00 The amount requested in the President’s budget will permit the fulfillment of 
10, ON an important first step toward the established technical objectives by providing 
ncreased support for all of the scientific areas in which the Bureau must have 
0, 000 eompetence, Increased activity in chemistry, physics, mathematics, metallurgy, 
0, O00 ind engineering is essential and contemplated in the requested amount. In order 
0, O00 to more closely aline the Bureau’s basic activities with the Nation’s requirements, 
these objectives must be met. They cannot be accomplished without necessary 

nancial support. 
It is requested therefore that in view of the foregoing, this committee give sincere 
consideration toward the restoration of $750,000 in order that the essential work 
f the Bureau may go forward as outlined in the requirements for fiscal year 1956. 
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Summary of requirements 
appropriation, 1955 
‘Comparative transfers from: 
‘*Research and testing”’ $3, 150, 000 
“Radio propagation and standards” 2, 100, 000 
“Operation and administration” 750, 000 
lransfer to ‘‘Salaries and expenses, Office of the Secretary”? for management 
survey-. — 10, 000 


Base for 1956 $5, 990, 000 
lifference, 1956 over 1955: 


Requirements 
Difference, 
By activity increase (+) 
1955 1956 decrease (—) 
adjusted estimate 


Research $2, 517, 000 | $3, 339, 000 +-$822. 
Development , 272, 500 1, 800, 000 +527, 500 
resting, calibration, and specifications 803, 500 986, 000 +182, 500 


General technical services , 397, 000 1, 625, 000 +998 OOO 


Gross requirements 5, 990, OOO 7, 750, OOO +1, 760, 000 +1, 760, 000 


lotal estimate of appropriation, 1956 7, 750, 000 


Summary cf estimated obligations 


Actual, 1954 Estimate, 1955 


(adjusted ( idjuste d) Estimate, 1956 


Average Average . A verage 
Cost 
number number number 


sonal services 
Permanent 3, 939, 540 $4, 134, 900 8 $4, 874. 000 
Other 46, OOO 46, 000 465, OOO 


Potal 7 3, 985, 540 7 4, 180, 900 ( 4, 920, 000 
r objects 956, 698 1, 069, 100 1, 305, 000 
lied administrative cost 750, 000 740, 000 


lotal obligations 718 5, 692, 238 756 5, 990, 000 ( 7, 750, 000 


he appropriation ‘‘Expenses”’ is charged with only a portion of the total administrative and main- 

nce costs of the Bureau. ‘The amounts shown here for 1954 and 1955 are the amounts appropriated in 
)peration and administration’’ for the purpose of paying a share of the overhead costs of the Bureau 
the change in appropriation structure, administrative costs will be equitably applied to all programs 
he estimate shown here for 1956 represents the portion of the total administrative and maintenance 

ram chargeable to ‘*‘Expenses.’’ The estimates for ‘‘Personal services and other objects”? in the ad- 
nistrative and maintenance program are presented on page 1160. 


Notes.—Since all positions are charged to the Bureau’s working capital fund, employment as of a given 
ite and positions cannot be identified by supporting appropriations 


EXPLANATION OF LANGUAGE CHANGES 


The proposed language for fiscal year 1956 will provide for a revision 
the Bureau appropriation strueture. The appropriation ‘Expenses’ will 
replace the appropriations ‘‘Researech and testing’? and “Radio propagation’’ 
and “Standards” and that portion of the appropriation “Operation and adminis- 
tration”? which provided administrative and maintenance support for the technical 
appropriations. The proposed appropriation will therefore encompass both 
lirect teehnical costs and indirect administrative costs of conducting the Bureau’s 
asic programs. This change will simplify the presentation of the Bureau’s 
budget, provide more effective management control of its funds, relate both 
lirect and administrative costs to technical objectives, and provide for better 
accountability of the funds. As a result of the merging of technical funds and 
administrative funds the Bureau will charge equal overhead rates to its own 
projects and to those of other agencies. This will, therefore, eliminate the billing 
lifferential practice, to which the Comptroller General has objected. 
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FUNCTIONS OF BUREAU 


Dr. Astin. I would like to extend Mr. Williams’ remarks briefly 
by saying a few words about the general nature of the activities anq 
program of the National Bureau of Standards. 

This Bureau is a scientific and engineering institution with a unique 
and important mission that was established 54 years ago at the urging 
of the Nation’s scientists and engineers in order to have an institution 
which could render essential services to science and_ technology 
Throughout the Bureau’s history, its record has been devoted to 
furnishing these services to our scientists and engineers, and also to 
providing assistance to other Government agencies on specialized 
technical problems. 

Currently there are six functions assigned to the National Bureay 
of Standards by the Congress. 

First is the development of standards for physical measurement and 
the provision of plans for their utilization. 

Second is the determination of properties of materials and _ basic 
physical constants when this information is of importance to the 
scientific and industrial interests. 

Third is the development of methods of testing and evaluating ma- 
terials, mechanisms, and structures, and carrying out tests on these 
for other Government agencies. 

Fourth is cooperation with other groups in developing standard 
practices, like codes and specifications. 

Fifth is rendering scientific and technical advisory services to other 
Government agencies. 

And the sixth is the development of special devices to serve the 
specific needs of other Government agencies. 

The first three of these functions deal primarily with the science of 
physical measurement. This activity underlies progress in all science 
and engineering. 

FUNDS FROM OTHER AGENCIES 


The last three functions involve mainly service to other Govern- 
ment agencies and to other specialized groups. 

The latter activity is in general financed by funds appropriated to 
other Government agencies, and at the present time constitutes 
about 70 percent of our total program, dollarwise. Thirty percent 
of our funds come as direct appropriations. 

Among the functions financed by our direct appropriations, prob- 
ably the most basic and important is the provision of standards for 
physical measurement. This is the function from which the Bureau 
derives its name, This is a most important activity because without 
standards for physical measurement orderly progress in science and 
technology would be impossible. 

I can illustrate this, I think, in rather simple terms by saying that 
the provision of standards for physical measurement makes it pos- 
sible to have general agreement as to the true magnitude of an inch, 
a pound, a volt, a watt, a kilocycle per second, a degree Fahrenheit, 
a roentgen, or any other unit which tends to define the magnitude of 
a physical quantity. 
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STANDARDS NEEDED IN ALL FIELDS 


lapecceesscedsre are needed in all fields of science and engineering wherever 
measurements are made, and they are today, I believe, as diverse 
an nl complex x as is our modern technology. 

There are two impor tant elements which characterize any effective 
standards program: First, standards ae be provided in all new fields 
{ science and engineering in order to facilitate the exploitation and 
advancement of these new fields; second, there is a continual need to 
refine and to extend the accuracies of standards in the older fields in 
order to keep pace with the growth and precision which invariably 
precedes increased industrial efficiency. 

Now, science and technology generally require for their effective 
growth a continual expansion of standards for physical measurement. 

There has been, over recent years, an expanding need for such 
services, and over the past vears there has been a substantial decline 
in the funds made available to the Bureau for the provision of these 
standards for physical measurement. 

Mhis has presented us with a most serious problem and has impaired 
substantially our competence in keeping abreast of advances in modern 
scence and technology. 

ADVISORY GROUP 


Now, in recognition of the nature of our functions in serving the 
\ation’s scientists and engineers we have, during the past year and 

i half, asked 12 leading representative professional societies to nomi- 
nate advisers to the Bureau. 

The program which we plan to carry out with our budget estimates 
or 1956 has been developed in cooperation with these advisers. 

The specific program is the result of considerable analysis and 
screening and it represents a minimum realistic step in our efforts to 
implement the recommendations of our advisers. 

The program consists of quite a number of equally urgent projects, 
and all of these projects which are included in our estimate could be 
implemented if the funds were made available. 

Today, as a Nation, we are becoming increasingly aware, as Mr. 
Williams pointed out, of the importance of scientists and engineers to 
our national security and to our national economy. The recognition 
of this importance has led people who have looked into it to a very 
vrim conclusion: That this country is confronted with a most serious 
shortage of scientists and engineers. 

There is considerable attention given to the problem of attempting 
to rectify the shortage, and there is also considerable attention given 
to the problem of utilizing more effectively what scientific and engi- 
neering talent we have. 


BASIC SERVICE TO SCIENTISTS 


This latter goal is related directly to our budget request. Since 
the mission of the National Bureau of Standards is to provide basic 
services to the Nation’s scientists, it follows that the work of these 
specialists will be more effective if our essential services to them are 
not impaired, 
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I would like in this connection to quote very briefly from one of 
the findings of a Special Evaluation Committee established by the 
Secretary of Commerce 2 years ago consisting also of representatives 
from our leading professional scientific and engineering organizations, 
The objective of this Committee was to evaluate the functions and 
responsibilities of the National Bureau of Standards in relation to 
present national needs. 

In a society whose welfare is so dependent on applied science and technology 
as is our own, it is most important that the Government carry out those functions 
in support of science and technology that are uniquely in its province in the most 
effective manner possible and that a sufficiently high level of effort be maintained 
to insure an adequate coverage of the area of responsibility. It has placed broad 
and important functions in this area with the Bureau. 

Now. because of the close dependence of scientists upon the Bureau 
for essential services, our national utilization of this limited resource 
of scientific and engineering talents will be impaired if the scientists 
are deprived of service which they rightfully expect from the National 
Bureau of Standards. 

I strongly believe, Mr. Chairman, that every dollar requested in 
our 1956 budget estimates will return itself many times in our overall 
national scientific effort. 


AMOUNT OF ESTIMATES 


Now. I would like to become more specific. As Mr. Williams has 
pointed out, we are requesting in the appropriation entitled “Expen- 
ses”? $7.750.000. That is compared to $5,990,000 this year. Th 
House has allowed $7 million, an increase of $1,016,000 over our 1950 
program and a cut of $750,000 from our request. As Mr. Williams 
has pointed out, approximately $550,000 of this increase will be use 
to finance certain administrative costs which had previously been 
financed by other Government agencies. ‘This is permitted by our 
new appropriation structure, and we are very glad to have it. 

| should also emphasize that this particular $550,000 for administra- 
tive costs does not involve new activities. It does not involve new 
positions, 

The remaining $460,000, which has been provided by the House, 
would enable us to implement less than 40 percent of the technical 
program which we had planned to carry out. 


TECHNICAL PROGRAM PLANNED 


I would like to discuss in this technical program just a few repre- 
sentative projects and attempt to relate them to my general discussion 
First of all is work on transistor standards and evaluation tech- 
niques. Transistors are remarkable new devices which will greatly 
accelerate progress in the entire field of electronics. The engineers 
of the Nation who are planning to use these transistors are expecting 
the Bureau to provide basic work on transistor standards and measure- 
ment techniques in order to enable them to implement their program 

Senator HoLttanp. What is a transistor? 

Dr. Astin. A transistor is a small device made of a special, ver) 
pure form of germanium which performs the functions of an ordinary 
electronic radio tube. It consumes much less power. It is a much 
more stable device and is very much smaller. 
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Ultimately, these things will replace extensively the many glass- 
encased radio tubes and television tubes and countless other electronic 
devices. 

Second, we would expand our work on precision gage blocks and 
their calibration. 

USE OF GAGE BLOCKS 


A gage block is a small piece of very carefully prepared metal 
fabric ‘ated according to very rigorous dimensional standards. The 
gage block is the mechanism by which we transfer our standards of 
length to industry and it is the tool which industry uses to carry out 
mass production. 

The essence of mass production is interchangeability of parts. The 
parts cannot be interchangeable unless dimensions are rigorously 
controlled. 

The gage block is an essential tool in this area. Advances have 
been brought about by advances in precision in industry’s ability to 
measure and to control length dimension. 

Certain parts of our industry, particularly the bearing industry, 
are now so advanced that they are demanding gage blocks in excess 
of present technology. 

They have made numerous requests to us to help them in providing 
more reliable gage blocks. 

This requires on our part a dual program involving better measure- 
ment techniques and better materials for the gage blocks themselves 
in order that normal aging of the metal of the gage blocks will not 
change their length. 


TEMPERATURE STANDARDS 


Third, we would propose to exp: ind appreciably our work on basic 
temperature standards. There is now considerable exploratory work 
among our scientists at very low and at very high temperatures. 
There are not now adequate temperature scales in these regions and 
the scientists look to the National Bureau of Standards to provide 
these te mperature se ‘ales. 

Furthermore, even in more intermediate temperatures, such as 
those encountered in steam turbines, the mechanical engineers of the 
Nation have urged us to extend the accuracies of the temperature 
scale in order to enable them to have more accurate data which in turn 
would be used to design more efficient steam turbines. 


NEUTRON STANDARDS 


Fourth is work on neutron standards. Neutrons are elementary 

particles which are important clements in nuclear and atomic reaction. 

In order to understand more about neutrons and to utilize them 
more effectively, we must increase our competence in standard 
measurement techniques for neutrons. 

This is a program which would be expanded in 1956 if funds are 
made available, and it represents a service which atomic and nuclear 
scientists urgently need from the Bureau. 

Fifth, we would accelerate our standard s amples program. 
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Standard samples are materials of precisely known physical 0, 
chemical characteristics. They are used extensively throughout 


industry for control purposes along industrial lines. 
In a steel plant, for example, it is customary to run a standard 
sample along with a sample from the mill in order to take correctiy, 


steps, if necessary, in the production process. For this purpose indus. 
try expects the National Bureau of Standards to provide standard 


samples. 


It is an activity which has been in progress at the Bureau for 


approximately 50 years, but we have not in recent years been ab), 
to keep pace with the rapid expansion of needs from industry for th 
type of service. 

Sixth, would be work on the measurement of shock and vibratio. 


Shock and vibration are important elements in a number of civilian 


and military applications. 


Standard techniques for determining the magnitude and_ other 
quantitative relationships affecting shock and vibration are urgently 


needed. 


This is a program in which we would carry out more work in the 


next fiscal year if funds were made available. 
I will skip a few of these in the interest of saving time, sir. 


Senator HoLLANp. You may place them in the record. I admit 


it is a rather heavy diet. 
Dr. Astin. I will mention just two more. 


MATHEMATICAL TABLES 
Next is work on mathematical tables. These are tabular listings 


complex mathematical functions which are needed by the mathema 
ticians to aid them in doing their work more efficiently. 


We have provided some mathematical tables over a period of years, 


We are not able to keep pace with the demand for them. 

The final example I will make concerns the field of radio propagation 
Our Central Radio Propagation Laboratory at Boulder has partici 
pated in a number of new advances in radio propag ration techniqu 
which have taken place over the last 3 years. There have been thre 
important new types of propagation developments. These had : 
most important bearing on our national security and on our industria 
efficiency, as far as communications is concerned. 


There is much additional work needed to make the utilization ol 
these techniques more effective and the radio engineers of the country 


look to us for this. 


WHAT RESTORATION WOULD DO 


Mr. Chairman, these are representative of some of the activiti 
which we would carry out if there were restoration of the $750,(0) 
By making this amount available, I am sure that it would have a 
appreciable impact in assuring that the total scientific output an 
effort in this country will not be impeded through the lack of necessar’ 
supporting services from the National Bureau of Standards. 

Senator HoLtanp. Do you have in your organization, or availabl 
trained personnel who can carry forward this expanded program? 

Dr. Astin. Yes, sir, we do. 

Senator HoLuanp. Are they in the organization? 
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SOURCE OF PERSONNEL 


Dr. Astin. As we explained before the House, the implementation 
of this will require about 139 people. 

We expect to divert about 100 of these people from jobs now being 
Jone at the Bureau for other agencies of the Government. This 
vould involve the recruitment of approximately 40 new people, and 
we are confident that we can do that. 

I should say about your reference to putting these things in the 
record, that in our budget justification, as submitted to the House, 
most of these things we have been talking about are explained, and we 
an put any or all of that into the record as might be developed to be 
necessary, 

Senator HottANp. Now, with reference to the change in accounting 
procedure, do L understand that $550,000 of the increased appropria- 
tion is required to meet the request of the Comptroller General in that 
field? 

Dr. Astin. That is correct, sir. The Comptroller General has 
criticized our current practice, and this action is taken primarily to 
meet his eriticism. 

It will result in a number of advantages. It will simplify our 

anagement controls. It will simplify our accounting procedure. It 
vill simplify our budget estimating, and it will make our cost- 
accounting system, since we have a business-type cost-accounting 
system, more realistic in that all projects will be charged the same 
ute of overhead. 


ALLOCATION OF OVERHEAD COSTS 


Senator HoLLaANb. Will you not have to allocate your overhead and 
time elements and so forth between various agencies of Government 
for which you are working at the same time? 

Dr. Astin. We still will allocate overhead, but all projects, whether 
in our basic program or of a service nature to another Government 
ageney, will carry the same rate of overhead. They do not now carry 


this same rate. 

Senator HoLtLtanp. The new language has already been inserted for 
the record; has it not? 

Mr. Nreutson. Yes; it has. 

Senator HoLitanp. Does this new language simply consolidate the 
fund, with resulting flexibility to adjust between the several areas 
that may be taken at any one time? 

Mr. Nrevson. Yes. 

Senator HoLLanpb. It does not give you any new authority or direct 
you to do any new work which you are not now doing? 

Mr. Nretson. It provides no new authority to do any new thing. 


CARE AND REPAIR OF THE HOUSE 


Senator HoLLaNpb. Our committee has received some comment on 
the decision of your Bureau to discontinue the printing of a book 
entitled, “Care and Repair of the House.’”’ GPO advises that they 
have a few still on hand and have sold about 60,000 over the last 2 
years at 60 cents a copy. 
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They also advise that the printing of additional copies would rup 
about two-thirds of the sales price. 

What is the reason for discontinuing this publication for which 
there appears to be a current public need? 

Dr. Astin. The primary reason for discontinuing is that it was felt 
to be competitive with privately published books on this same subject, 
It is our desire, at the National Bureau of Standards, and a policy 
fully supported by our advisers in the Department of Commerce, to 
make the results of our investigations freely available. This js 
generally done through the scientific and engineering press. 

In this case, this particular book was reviewed. It was felt to bea 
competitive circular. The information in it is already generally 
available and for this reason our advisers in the Office of the Secret; ary 
of Commerce recommended that it not be reprinted. 


PUBLICATIONS COVERING SUBJECT 


Senator HoLLaNnp. Are there other publications that can cover sub- 
stantially the same ground and give substantially the same information 
that are available commercially? 

Dr. Astin. Yes, sir; there are. 

Senator Hottanp. Who made this policy decision for you? 

Dr. Astin. One of the recommendations made by this evaluation 
committee that I referred to earlier was that there be a clarification of 
policy between the Office of the Secretary of Commerce and the 
Director of the National Bureau of Standards as to the publication of 
the results of some of our testing activities. 

This recommendation has implemented and resulted in the estab- 
lishment of an Advisory Committee on Publications and testing of 
the National Bureau of Standards. The Advisory Committee con- 
sists of several of the Assistant Secretaries and a member of our 
statutory visiting committee, and I meet with the group in an ex 
officio capacity. 

[t was this Committee which considered this problem and recom- 
mended the discontinuance of the book. 

Senator HoLLanp. Was there any denial to the general public or 
any publisher of the right to reproduce this book commercially? 

Dr. Astin. None whatsoever. Asa matter of fact, when the recom- 
mendation was made by this Advisory Committee to discontinue 
publication of this circular, it was decided that one of our staff mem- 
bers would, as a private out-of-hours contribution, under a contract 
with one of the professional publishing houses, prepare a revision of 
this for private publication. 

The person who was doing this unfortunately died of a heart attack 
a few months ago, so what will happen now, I do not know. 


AVAILABLE FOR PUBLICATION 


Senator Hotianpb. But the principal point is that there is no re- 
quirement on the part of your agency that a private agency shall not 
republish it literally, attributing the information = you, so that the 
identical information can be made commercially available? 

Dr. Astin. That is right. 

Senator Hotianp. All right. Thank you, sir. 
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Is there anything else in connection with the Bureau of Standards? 

Dr. Astin. That is all I have. 

Thank you, Mr. Chairman. 

Mr. Nretson. I think that is all, Mr. Chairman, on the Bureau 
of Standards. 

Senator HoLLanp. The committee will stand in recess to reconvene 
at 2:30. 

(Whereupon, at 12:25 p. m., a recess was taken until 2:30 p. m., 
this same day.) 

AFTER RECESS 


Coast AND GEODETIC SURVEY 


STATEMENTS OF WALTER WILLIAMS, UNDER SECRETARY; GEORGE 
T. MOORE, ASSISTANT SECRETARY OF COMMERCE; OSCAR H. 
NIELSON, DEPARTMENTAL BUDGET OFFICER; REAR ADM. 
ROBERT W. KNOX, ASSISTANT DIRECTOR; CAPT, I. E. RITTEN- 
BURG, ASSISTANT DIRECTOR FOR ADMINISTRATION; AND 
JOHN AMSTADT, BUDGET OFFICER 


GENERAL STATEMENT 


Senator HoLitanp. The committee will come to order. What is 
the next department? 

Mr. Nrieutson. Mr. Chairman, Under Secretary Williams, I think, 
wants to make a statement with respect to Coast Survey and then 
Admiral Knox is here to handle it. 

Senator HoLLaNnp. We will be very glad to hear from you. 

Mr. Wititams. Mr. Chairman, just these few words about the 
Coast and Geodetic Survey. 

The budget of the Coast and Geodetic Survey has been on a pretty 
sharply restricted basis in view of the demands that have been made 
upon that organization. The defense needs which have called for 
direct service by the Coast and Geodetic Survey in support of the 
defense needs of the Geologic Survey have borne down pretty heavily 
upon this organization’s budget. 

However, the budget as requested this year does not envisage any 
increase except for two special matters which really are extremely 
important. 

The total budget requested was $10,400,000. The House committee 
allowed $10,200,000, thus reducing the request by an amount of 
$200,000; $25,000 of that $200,000 is for retirement pay for com- 
missioned officers and represents the requirements under existing law. 


GULF COAST SURVEY 


The $175,000 concerns a matter which we are inclined to believe 
was not clearly understood by the House committee due to our faulty 
explanation because it, too, is extremely important. The Secretary 
of the Interior is charged with the responsibility of entering into the 
hecessary arrangements having to do with the oil rights on the gulf. 
The two States of Louisiana and Texas are presently involved. 

Now, in determining the leasing contracts with the oil companies 
in which both the Federal and State governments are interested, it is 
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necessary to establish base lines defining the line of ordinary |oy 
water. 

The triangulation bases whic h have been set over the years was! 
out and are lost and over the years they have to be replaced. 7h; 
Secretary of Interior is utterly nite to carry out his responsibilit 
unless those ordinary low-water lines are clearly established. 


FINANCIAL RESPONSIBILITIES INVOLVED 


To indicate something of the financial responsibilities that ar 
volved; the Federal Government charges private companies for o 
drilling rights. Already I understand that there is something oy 
$150 million that has been paid in to the United States Treasury }y 
these oil companies. 

That, of course, has nothing to do whatever with the royalties w] 
will come to the Treasury of the United States Government after thes: 
wells begin to produce. 

There are extremely large financial stakes involved here and mere! 
to mention them is to point up the very sharp re SRORSIDNTY that th 
Secretary of the Interior has in order to do the job that he is calle 
upon by law to do. 

There is one thing I think, other than the financial matter, whic! 
worthy of note. 

The actual operations on the part of these oil companies mean th 
erection of derricks, rigs, and platforms which cause navigational 
hazards, and there again we have, as a Federal tere Thment, respon- 
sibilities to be discharged and discharged properly. 

The $175,000 which is the major part of the $200,000 that was 


disallowed by the House committee is for getting these surveys starte 
so that among other things the Secretary of the Interior can discharg 
his responsibilities. 


TOTAL COST OF SURVEYS 


It is estimated that the total cost for these surveys will run in th 
neighborhood of $11 million and this $175,000, it must be recognized 
is merely a start in doing the job for which the Coast and Geodeti 
Survey has the legislative responsibility. 

So we would very respectfully and urgently request that this 
$200,000 be restored in the Coast and Geodetic Survey appropriation 
request. 

I am sure Admiral Knox can fill in detailed information. 

Mr. Nretson. Mr. Chairman? 

Senator HotLtanp. Mr. Neilson. 


AMENDMENT AND JUSTIFICATION 


Mr. Nietson. With your permission, I would like to have inserted 
in the record the amendment in the appeal letter and summary justi- 
fication data covering these two items in Coast and Geodetic Survey. 

Senator HoLttanp. They will be inserted at this point. 

(The information referred to follows: ) 
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COMMERCE AND RELATED AGENCIES, 


Coast AND GEODETIC SURVEY 


SALARIES AND EXPENSES, 1956 


(House hearings, pp. 109 to 145) 


Page 7, line 13 of H. R. 6367 as reported. 


1955 appropriation $10, 200, 000 
1956 budget estimate 10, 400, 000 
1956 House allowance 10, 200, 000 
Increase (+) or decrease (—) 1956 estimate over 1955 appropriation— + 200, 000 
Increase (+) or decrease (—) House allowance from 1956 estimate _ — 200, 000 
Restoration requested 200, 000 


AMENDMENT REQUESTED 
On page 8, line 8, strike out $10,200,000” and insert ‘$10,400,000’’. 


HOUSE REPORT 


“The 1955 appropriation of $10,200,000 is again recommended for 1956 for the 
activities of this agency. This is a reduction of $200,000 in the budget estimate. 
{ thorough reappraisal of the activities of this organization should permit it to 
meet all of its needs during the coming fiscal year within the amount recommended 
in the accompanying bill.” 

JUSTIFICATION 


Restoration of the $200,000 is requested for the following: $175,000 to initiate 
surveys along the coasts of Louisiana and Texas, and $25,000 for the additional 
retirement of commissioned officers. 

The Coast and Geodetie Survey believes strongly that the surveys required 
along the coasts of Louisiana and Texas are of the greatest importance to the 
economie development of the country as well as to ensure the greatest possible 
revenue return to the Federal Treasury. It is obvious that previously this Bureau 
failed to explain satisfactorily the urgency and importance of initiating this project. 

The various surveys to be made—geodetie control, topographic, hydrographie, 
ind tidal—are clearly our responsibility as spelled out in Publie Law 373, 80th 
Congress. Because of the unstable nature of the coastline much of the basie 
control—marked triangulation stations and benchmarks—established many years 
go have been lost. The repair and replacement of this control is part of our 
normal function. The reestablishment of this triangulation is also necessary for 
safety of life and property at sea. Some drilling platforms are located as many 
is 22 miles offshore and constitute dangers to navigation, exactly as do rocks 
ind reefs. The location of these obstructions must be known to insure safe 
navigation. Likewise resurveys of these changeable coastlines and ocean bot- 
toms are also part of our normal work. As a matter of fact in the interests of 
safety to shipping many important changeable areas have been resurveyed 
lozens of times. These resurveys are needed here to assist in the full develop- 
ment of our natural resources in the submerged lands. 

The Secretary of the Interior has stated that the Government cannot realize 
the full potential of the resources of the outer Continental Shelf until he has 
iuthoritative and up-to-date information as to the line of low water along the 
pen sea, and that there is a pressing need for accurate and detailed mapping of 
the coasts of Louisiana and Texas at a scale adequate for the determination of 
the line of ordinary low water. He further stated that the matter was urgent 
ind trusted that the surveys could be carried through to completion without 
lelay, 

Funds required for retirement pay of commissioned officers are provided for 
‘the Bureau’s appropriation for salaries and expenses. The $25,000 requested 
to be restored is to cover increased costs accruing from the retirement of five 
idditional officers. In 1956 the number of officers on this roster will increase 
from 65 to 70 and the related cost from $357,000 in 1955 to $382,000 in 1956. 
Failure to make restoration of this amount will necessitate reduction of essential 
survey activities. 
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Summary of requirements 
Appropriation, 1955 (regular bill) ________- aes aad esd enue ‘ eats ------- $10, 200, 000 


Base for 1956__._._.__-- ints ee oro : s ‘ aoa = 10 200), 00¢ 
Net difference 1956 over 1955: a 


equirements ‘ 
Requirements Difference, 


oat es ———} increase 
1955 esti- 1956 esti- (+) or _ 
mate mate crease ( 


By activity or function 


. Surveys and charts for marine and air navigation...) $6, 708,100 | $6, 708, 100 3 
2. Geodetic control. : ee ee 2, 299, 300 2, 474, 300 +$175, 000 
3. Earthquake investigation. .-......---- | 142, 000 142, 000 : bok 
. Instrument services ; 217, 800 217, § i 
. Retirement pay, commissioned officers. - ; 357, 300 | 382, ¢ +25, 000 
». Administration _ - 5, 500 | 475, § 


Total.... ‘ , : : . ‘ 000 | 10, 400, 000 +200, 000 


Total estimate of appropriation, 1956 ; ’ r = z , 10, 400, 00 
GENERAL JUSTIFICATION STATEMENT 


Functions and services 

The Coast and Geodtie Survey performs various long-established services 
essential to the safety and advancement of marine and air commerce, to surveying 
and mapping and other engineering work, and to the economic development of 
natural resources. These important services are summarized as follows: 

Marine service.—As a leading maritime Nation and a leader in naval power 
our country must have full knowledge of the seas around it, the extent of fishing 
grounds and other submerged lands, the rise and fall of the tide, the direction and 
strength of sea currents, the variation of the compass, and a knowledge of mag- 
netic distrubances that affect communications. The Bureau produces nautical 
charts, coast pilots, tide and current tables, and related publications to cover the 
90,000 miles of shoreline and the vast areas of coastal waters under the jurisdiction 
of the United States. These are used by the ships of the Navy and merchant 
marine, many thousands of small craft, and all foreign shipping ealling at our 
port. 

The Bureau makes extensive field surveys—hydrographic, topographic, geo- 
detic control, tide, current, and magnetic—to obtain the information for th 
compilation of these nautical charts and publications, and for the frequent. revi- 
sions necessary to maintain their accuracy. These operations are carried on by 
survey ships and shore-based field units. The charts are compiled and printed, 
and all publications are distributed by the Washington office. 

Aviation service.—As a leader in air commerce, this country must have a con- 
tinually expanding knowledge of its vast terrain, the natural and manmade 
hazards to air navigation, and of all those details that find expression on the 
aeronautical charts produced by the Bureau. Aeronautical charts are produced 
and published for the United States and possessions and for routes in foreigi 
areas where required for civil aviation. Development of electronic aids and new 
techniques in air navigation frequently require new types of charts. Aeronautical 
charts are compiled, printed, and distributed by the Washington office. 

Geodetic service—Geographic positions (latitude and longitude) of monumented 
stations and natural objects, elevations of bench marks, astronomic positions of 
selected points, gravity surveys of critical areas, and related data throughout the 
United States and possessions are provided by geodetic control surveys. All 
features on charts or maps which are to be used for engineering or navigational 
purposes must be shown in the true position {horizontal and vertical) occupied b) 
these features on the surface of the earth. Geodetic control surveys provide thi 
rigid framework of reference points necessary for the accurate location of th 
features shown on the charts and maps of the Nation. 

Geodetic control surveys also provide accurate reference points widely used for 
many purposes besides charting and mapping, such as reclamation and _ flood- 
control projects, location of national, State and private property boundaries 
highway and railroad construction, geophysical prospecting, and many other 
engineering or scientific projects. Very precise geodetic control is required on the 
experimental ranges where new defense equipment is being developed. 
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Seismological service.—Provides information on frequency and severity of 
earthquakes in various regions, engineering data for design of earthquake-resistive 
structures, and information concerning ground movements in earthquake regions. 
Involves operation of seismographs, measurements of vibration periods of struc- 
tures, collection of data on earthquake damage, and measurement of ground move- 
ments by triangulation and leveling. This is a minor function in terms of expendi- 
tures, but is important on account of its contributions to the protection of life 
and property in areas subject to severe earthquakes. 

The basie philosophy of the Bureau is one of service. Its work program is 
planned to satisfy the needs of new and future developments in transportation, 
communications, defense requirements, ete., and is continually reevaluated so 
that naximum benefit, at minimum cost, may accrue to the taxpayer. 

Summary of principal accomplishments in 1954 

Hydrographic, topographic, and geodetic control surveys were made in areas 
of importance to commercial and naval shipping and into undeveloped regions 
containing oil, fishing, and mining resources. Seventeen survey ships and three 
shore-based parties operated along the Atlantic, gulf, and Pacific coasts, and in 
\laska during the vear, collecting basic data for the compilation and revision of 
nautical charts. This work included inshore hydrographic surveys, as well as 
electronically controlled oceanographic surveys. The work in Alaska was given 
first priority because of its importance to national defense. Eleetronic-controlled 
hydrographic surveys were extended in Bering Sea to include the vicinities of 
Nunivak, St. Matthew, and St. Paul Islands; and combined operations were 
carried on in the Aleutians, the south coast of the Alaska Peninsula, southeast 
\laska, ard along the Arctic coast. More extensive use was made of the Elec- 
tronic Position Indicator system for control of hydrography in Bering Sea, where 
bad weather and fog persist throughout much of the working season. 

Aerial photographs, taken primarily with the Survey’s nine-lens camera, fur- 
nished basie data for the compilation of topographic maps by photogrammetric 
methods for sections along the Atlantic, gulf, Pacific, and Alaska coasts. In 
iddition, a large number of single-lens photographs were taken for chart-revision 
vork and for showing low-tide conditions. Along the Atlantic coast alone 7,000 
such changes were photographed. In furtherance of the airport obstruction plan 
program, photographs were taken of 97 airports ir the United States and 5 airport 
parties completed original or revision surveys of 86 airports. Thirty-four new 
airport obstruction plans were published and 54 were amended. 

The tidal program continued to furnish basic data for hydrographic operations, 
for prediction of tides and currents, and for other engineering and scientific uses, 
{ network of 92 control tide stations was maintained to provide basic long-period 
tide records along the coasts of the United States and Alaska and in the Pacific 
islands. Shorter series of tide observations were obtained at 104 additional 
places in connection with hydrographic surveys and other projects. Special 
‘urrent surveys were completed for Delaware Bay and River, Narragansett Bay, 
Buzzards Bay, San Francisco Bay, New London approach, Portsmouth Harbor 
approach, and Key West Harbor. Tide tables and current tables, containing 
predictions for the vear 1955, were prepared. More than 120,000 copies of these 
tables are issued annually. The format for the table of tidal differences in the 
volume for the west coast of North and South America was revised to improve its 
isefulness and readability. The program of collecting data on temperature and 
lensity of sea water at tide stations was continued. Data were obtained at each 
‘ontrol tide station as well as at numerous hydrographic stations occupied by 
ships, a total of 127 stations. 

The basic network of horizontal and vertical control was extended to various 
parts of the United States. The principal effort was directed toward providing 
the survey control in various priority areas required for the Federal mapping 
program and Federal agencies and others in their engineering work. 

During the vear magnetic field observations were made at 7 observatories and 
29 stations distributed in 6 States and Alaska. Of these, 5 were part of the 
repeat-station net and 24 were stations not previously occupied. The general 
esign for the projected observatory at Fredericksburg, Va., was completed. 

station will carry out important funetions of research and instrument 
levelopment in which the country is lagging because of the lack of necessary 
facilities. Preliminary planning was done for the geomagnetic program of the 
United States in the forthcoming international geophysical year, and a limited 
amount of accurate experimental and developmental work was accomplished. 

In the work of earthquake investigation seismographs were operated by the 
Survey at 8 stations and cooperatively at 15 other stations. Approximately 825 
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earthquakes were located shortly after their occurrence, using instrumental] 
reports from cooperating stations in this country and abroad, and the pertinent 
information was distributed to over 350 seismologists and interested scientifj 
organizations. Seventy-one strong-motion seismographs were operated in ar 
where strong earthquakes are most likely. Only minor damage was caused during 
the past vear by earthquakes in the United States. The svstem for seismic sea. 
wave warning in the Pacific area was continued. Honolulu is the center of th 
system which includes a network of 9 seismological stations, 16 tide stations, and 
a rapid communication service provided by the military services and the Ciy 
Aeronautics Administration. 

To meet the varying needs of the navigator the Bureau was called upon to 
produce during the past vear a volume of charts greater than any other vear 
its history. Over 42 million charts of all categories were distributed during thy 
year, an increase of 1% million charts from the previous vear. The increased 
demand was largely for aeronautical charts, in connection with the current expan- 
sion in aviation. 

The Bureau continued its cooperation with national agencies and with foreigy 
governments and international organizations through new and continuing arrange- 
ments during fiscal year 1954. 

Recei pts.—The statutes limit free distribution of charts and related publications 
to Members of Congress, governmental agencies for official use, foreign goverp- 
ments, libraries, and institutions of learning, and prescribe that thev shall by 
sold to the public at approximate cost of paper and printing. Receipts fron 
sales of charts and publications in 1954 were $445,993. 

Summary and highlight statement 

The 1956 estimates provide for the continuation of those functions previous 
described which, in general, are to promote safe and expeditious navigation « 
the sea and in the air and to provide specialized engineering and scientific infor- 
mation for Government and public use. 

For fiscal year 1956 the Coast and Geodetic Survey requests $10,400,000 | 
continue hydrographic, topographic, geodetic control, tide, current, and magni 
field surveys for the production of nautical and aeronautical charts and relat 
publications, and, to meet the needs of governmental and private organizati 
in many fields of endeavor. Although this amount represents an increase 
$200,000 over the amount appropriated for fiscal year 1955 of $10,200,000, sele 
tion of projects and areas of operation wil! limit furnishing of products and 
services to those of highest priority only. The Bureau will continue to strive t 
the limit of its ability to meet these demands for its essential funetions 
reductions in recent years plus the absorption of costs for employee benefit 
increases, postal charges, etc. has necessitated a reduction in personnel of 54 
man-years since 1949 as shown on the graph of Comparison of Appropriation 
Employment discussed on page 115. There follows a listing of each of 

Sureau’s six activities, the total amounts requested, and the objectives and pla 
proposed for 1956, 


1. Surveys and charts for marine and air navigation: 
Estimate, 1956 $6, 708 


Increase ; Ni 


This activity, providing for the operation of survey ships, shore parties, fi 
units, observatories and the production and distribution of nautical and 
nautical charts and related publications, will continue at about the same rat 
operation in 1956 with some personnel reductions required by reason of 
necessity to purchase chart paper and the payment of fringe benefits. 


2. Geodetic control: 
Estimate, 1956 $2, 474, 30 
Increase 175, OU 


Estimates for this activity again do not inelude funds for surveys in Alask 
Selection of areas to be surveyed in the States will be confined to those of highes' 
priority only. An inerease of $175,000 is requested for 1956 to initiate survi 
urgently needed along the coast of Louisiana, 


> 


3. Earthquake investigation: : 
Estimate, 1956 s —- ead ah Fi i a _ $142, 000 
Increase _ - js ‘ None 


These investigations of earthquake phenomena and the processing and publi- 
sation of results will continue at the same level of operation. 
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4, Instrument services: 
Estimate, 1956 ae Saket $217, 800 
Increase____.._--- = ‘ ee Buss None 


No material change in the program of this activity, which includes the design, 
repair, and maintenance of the Bureau’s technical instruments and equipment, 
is contemplated for 1956. 

5. Retirement pay, commissioned officers: 
Estimate, 1956_—__ __ er are __ $382, 300 
MINI id Sas cia ; : foes 25, 000 

This activity provides for the retirement pay of 70 of the Bureau’s Corps of 
Commissioned Officers. The increase of $25,000 will provide for the retirement 
pay of 5 additional officers who will leave active duty in 1955. 

6. Administration: 
Estimate, 1956 = : ~-2.<< $476, WO 
Increase _ _ _ __- at. None 


The administrative functions of this Bureau will be performed with no increase 
for 1956. A considerable number of advancements have been made in the fields 
of personnel and management and budget and fiscal services and every effort will 
be made to make additional improvements during 1956. 

As we progress into fiscal year 1956, it may be necessary to reevaluate and 
realine our activities to enable the Bureau to provide those services cf highest 
priority. The Bureau’s prograin, perforce, will have to be a flexible one and 
necessary items will have to be postponed to accomplish those of greater demand. 


JUSTIFICATION OF INCREASE OVER 1955 


Senator Hotianp. As | understand the situation, the only thing in 
question is the $200,000 reduction from the budget amount, and the 
total increase over the last year’s appropriation was budgeted for 
those items totaling $200,000. 

Mr. Witirams. That ts right. 

Senator HoLtanp. The House has voted to continue the operations 
at the same level as the last year’s appropriation, so the whole question 
is the justification of the $200,000. 

I think that it will not be necessary to dwell too long on the $25,000. 
lt would be correct that that is properly chargeable to the item that 
vou indicated, but I would like to hear some detail about the $175,000 
for the record, Admiral. 


STATEMENT OF DIRECTOR 


Admiral Knox. Mr. Chairman, I have a statement by Rear 
Admiral Studds, Director of the Coast and Geodetic Survey, which 
| would like to have inserted in the record. 

Senator Hottanp. Without objection, it will be inserted. 

(The statement referred to follows:) 


STATEMENT OF REAR Apm. R. F. A. Stupps, Director, RELATING TO THE 1956 
BupGcet Estimates 


The 1956 estimates of the Coast and Geodetie Survey of $10,400,000 provide 
for the continuation of its long-established basie functions which, in general, 
are to perform services essential to the safety and advancement of marine and 
air commerce, to the surveying and mapping and other engineering work, and 
to the economic development of natural resources. The specialized enginecving 
and scientific services and products rendered follow: 


1. Surveys and charts for marine and air navigation 


_(a) Nautical charts, coast pilots, tide and current tables, and related publica- 
tions are produced and distributed to cover the 90,000 miles of shoreline and the 
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vast areas of coastal waters urder the jurisdiction of the United States. Surve, 
ships and shore-based field units make the extensive field surveys—hydrographic 
topographic, geodetic, tide, current and magnetic—to obtain the informatio), 
needed for the compilation and frequent revisions needed to maintain the accuracy 
of the nautical charts and related publications. About 35,000 square miles of 
our coastal and Alaskan waters will be surveyed and 800 nautical charts, wit} 
an estimated edition of over 700,000 copies, will be printed in 1956. 

(b) Aeronautical charts are produced and distributed for the areas under 
United States jurisdiction and for routes in foreign areas where required fo; 
civil aviation. Each of the Bureau’s 1,465 standard aeronautical and airport 
and radio facility charts, with an estimated edition of nearly 48 million, will be 
printed in 1956. 

2. Geodetic control 

Exact geographical positions of monumented stations and natural objects 
elevations of benchmarks, astronomic positions of selected points, gravity surveys 
of critical areas, and related data throughout the United States and possessions 
are provided by geodetic control surveys. These surveys provide the rigid 
framework of reference points necessary for the accurate location of the features 
shown on the charts and maps of the Nation and the accurate reference points 
widely used in reclamation and flood-control projects, location of National 
State, and private property boundaries, highway and railroad constructio: 
geophysical prospecting, and many other engineering and scientific projects. |; 
addition, very precise control is needed on the experimental ranges where ney 
defense equipment is being developed. During 1956 approximately 7,200 hor 
zontal and vertical control points will be established in the United States. 

38. Earthquake investigation 

Provides information on frequeney and severity of earthquakes in vario 
regions, engineering data for design of earthquake resistive structures and infor 
mation concerning ground movements in earthquake regions. Involves opera 
tion of seismographs, measurements of vibration periods of structures, collectio: 
of data on earthquake damage, and measurements of ground movements. 

Demands upon the Coast and Geodetic Survey for these products and services 
especially in aeronautical charting and geodetic control, are considerably in excess 
of its capacity. Adequate charts are recognized as the largest and cheapes 
contribution to navigational safety; their costs are negligible relative to the pro- 
tection they afford to safety on the surface or in the air. Adoption of the most 
modern surveying and chart production techniques has made it possible to com- 
ply with the most urgent of the high priority demands. 

The restoration of $200,000, above the House allowance, for 1956 include: 
$175,000 to begin a program of essential geodetic, topographic, tidal and hydro- 
graphic surveving along the Texas and Louisiana coasts and $25,000 for tli 
additional retirement of commissioned officers. 

The program of surveying on the gulf coast is being initiated at the request of 
the Secretary of the Interior in order to facilitate the Interior Department's 
administration of their responsibilities under the act of August 7, 1953 (67 Stat 
462) known as the Outer Continental Shelf Lands Act. The seaward boundaries 
of the several States are dependent upon the accurate determination of the lin 
of ordinary low water as defined in the Submerged Lands Act of May 22, 1953 
(67 Stat. 29). The contemplated surveys clearly come under Public Law 373, 
80th Congress, defining the responsibilities of the Coast and Geodetic Survey 
Because of the unstable and changeable nature of the coastline in this area muc! 
of the basic control—marked triangulation stations—established many vears 
ago, has been lost. The repair and replacement of this control are normal func- 
tionsofthe Bureau. Likewise resurveys of changeable coastlines and ocean bottoms 
are normal functions. The reestablishment of triangulation in this area is neces- 
sarv for still another reason—that of safety of life and property at sea. Al 
drilling platforms, some of which are as many as 22 miles offshore, constitut 
dangers to navigation, exactly as do rocks and reefs. These obstructions can be 
located with sufficient accuracy for charting purposes only by triangulation. 

The oil industry is in urgent need of the survevs of this Bureau which, whe 
completed, will cost approximately $1,500,000, a small amount when compared 
to the estimated $6 billion that leasing rights, rentals and royalties will bring int 
the Treasury of the United States. 

The following facts are pointed out in the letter from the Assistant Secretar) 
of the Interior which is reprinted on pages 453 and 454 of the Bureau’s estimates 
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1) The Coast and Geodetic Survey is charged with the responsibility for mak- 
ing the needed geodetic, topographic, tidal and hydrographic surveys; 
2) approximately $150 million of revenue has already been received by the 


Federal Government as bonus for leases on those lands offered; 

(3) the areas offered for lease constitute only a fraction of the areas which are 
extremely valuable for their mineral resources; and 

1) areas which might be claimed by the States under the Submerged Lands 
Act were withheld from lease sales. 

The importance of this program to the economy of the Nation was emphasized 
in the President’s budget message. 

The $25,000 required for retirement pay of commissioned officers is to cover 
increased costs accruing from the retirement of five additional officers paid from 
he Bureau’s appropriation, salaries and expenses. 

The construction of the Bureau’s geomagnetic observatory at Fredericksburg, 
Va., for which funds were appropriated in 1954 and which will replace the out- 
moded facility presently located at Cheltenham, Md., will be completed early in 
fiscal year 1956. 

FUNCTIONS AND RESPONSIBILITIES 


Admiral Knox. I would like to comment on the functions and 
responsibilities of the Coast and Survey. 

The Coast and Geodetic Survey is responsible for the hydrographic 
and topographic surveys, of the waters of the United States, its 
Territories and possession. 

Krom these surveys, we construct, publish, and distribute nautical 
charts for the use of the Navy, merchant marine, the fishing industry, 
and the noncommercial boatowner. 

We are also responsible for compiling, publishing and distributing a 
number of series of aeronautical charts which are designed for the 
use of the Air Force, commercial aviation, and the private flier. 


TRIANGULATION MONUMENTS 


Our second large field of endeavor is geodetic surveying in which 
we monument and mark triangulation stations and bench marks 
throughout the country. These points of known latitude and longitude 
or elevations are used as a framework for all topographic mapping 
done in the country and are necessary for all reclamation, irrigation, 
and flood-control projects and for highway and other construction 
purposes. 

We also interest ourselves in gravity surveys and astronomic surveys 
insofar as they apply to the study of goedesy. 

We operate a number of magnetic observatories and seismological 
stations, 

From the magnetic observatories we get data on the behavior of 
the earth magnetic field; and from the seismologic stations we get 
information on the frequency and strength of earthquakes. 

Other functions of the Bureau include the observation of tides from 
the results of which we study long-range changes in mean sea level 
and from which we predict tides for hundreds of places along the 
seacoast. 

TIDAL WAVE WARNINGS 


We have another function which is small but very important; that 
is the operation of a seismic sea-wave warning system in the Pacific 
Ocean. This is designed to prevent loss of life in the Hawaiian 
Islands should an earthquake take place in the Pacific Ocean. 
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By this system we alert the residents of the Hawaiian Islands in § any 0 
the event of a so-called tidal wave so that they can get out of the low ‘ion ¢ 
areas and prevent such loss of life as has occurred in the past. Fedet 

Now, to be more specific and get to the $175,000 which we are asking § easily 
to have restored. This is to initiate hydrographic, topographic, and § the \ 
ceodetic surveys along the coast of Louisiana and Texas. onfli 

Senator HoLLaNp. May I interpolate long enough to say that | Ad 
am happy that Senator Ellender is here for this part of the statement, Sel 
because | know the early completion of that geodetic survey is of Ad 
creat interest and importance both in Louisiana, his State, and Texas, is pr 
the adjoining State. ‘ons 

You may proceed. ocat 

Admiral Knox. A moment ago, Mr. Chairman, I said that we were J miles 
responsible for the topographic and hydrographic and geodetic survey were 
along the coasts of the United States and its Territories. , atio 

na 
REASON FOR GULF SURVEY 

Senator ELLENDER. What prompts the survey? 

Admiral Knox. Principaly because this is an unstable coastline. Se 

Senator ELLENDER. It has nothing to do with the tidelands case’ nfo: 

Admiral Knox. The tidelands of course is involved in this. A 

Senator ELLENDER. In making such surveys, do you indicate what The 
the coastline used to be? Do you go back and make studies of any J nety 
kind? S, 

Admiral Knox. We have had information in our files, Mr. Senator, fact 
from previous surveys. For instance, the last survey we made of star 
the Louisiana coast was in 1955. it | 

Senator ELLENDER. I see. “ou 

Admiral Knox. That survey does not show present conditions no 011 
was it made with accuracy sufficient for boundary limitations. the 

I 
TIME COVERED BY SURVEYS ! 

Senator ELLeNDER. That is as far as vou go, 1985? 

Admiral Knox. Our surveys in Louisiana go back to the early 2 
fifties. We may have as many as four previous surveys of this coast. ‘ 

Senator ELLENDER. The reason why I asked was that my father 
used to tell me that when he was a young man, my grandfather used 
to drive cattle from lower Caliborne—which is on a stream that 
empties into the lake down there—to an island called Caillou Island, 
without any difficulty. 

Now, you have 18 miles of water separating; so it has actually er 
eroded that much in the space of time since about 1875 or 1880. ud 

Admiral Knox. It is for exactly that reason, Mr. Senator, that a wre 
resurvey of this area is now required. re 

Senator ELLENDER. Well, I am happy to see you do it. If you 7 
need the funds to do it, we will let you have it. It will be of great 
assistance. 0 

BASELINE TO BE LAID DOWN s 

Senator HoLtLtanp. As I understand, the survey in no sense seeks ss 

to determine any legal question but simply lays down the baseline ‘] 





and fixes the background against which any litigation may be held, 
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ny negotiation between State and Federal Government, any limita- 
‘ion of the areas of the State, and then beyond them the areas of the 
Federal Government, any system of grids, by which leases can be 
asily made and identified and the locations identified. You just do 
the work which stabilizes the picture and enables others to resolve 
onfliets. 

Admiral Knox. That is exactly right, s 

Senator HOLLAND. Proceed, Admiral. 

Admiral Knox. As the Senator said, this is a very unstable coast and 
is previously stated by Mr. Williams, much of our triangulation sta- 
‘ions have been lost. These stations, of course, are necessary for the 

locations of the offshore oil derricks, some of which are 25 and 30 
miles at sea and constitute a menace to navigation just as if they 
were reefs or rocks. For obstructions that distance offshore triangu- 
‘ation is the only method by which these dangers can be located with 
wn accuracy sufficient for the nautical chart. 


COOPERATION WITH LOCAL ENGINEERS 


Senator ELLENDER. To what extent are you permitted to acquire 
nformation that has been obtained by local engineers? 

Admiral Knox. Of course, it really works the other way around, 
The local engineers obtain their information from our national 
network. 

Senator ELLENDER. That may be true but in using yours they get 
facts. Tam particularly cognizant of that, say, since 1935, when the Vv 
started this work on the coast. Iam well ac quainted with an engineer 

home by the name of T. Baker Smith, who knows that coast like 
vou know your backyard. I do know that he has established a lot of 
points out there that would be invaluable to you and I am wondering 
‘he extent to which you can get such data from him. 

| know it would save the Department a lot of work. 

Admiral Knox. Of course, when our reconnaissance men go into an 

ea they contact such local surveyors of which you speak for informa- 
‘tion relative to the best places to put the stations, the intervisibility 

f stations, access and ingress roads, and the like. 

Senator ELLENDER. I presume these engineers make that available 
‘o vou without charge because they in turn use what you find. 


NECESSITY FOR ACCURATE LOCATION OF LINE 


Admiral Knox. Yes, sir. As the chairman said a minute ago, an 
icurate location of the low-water line is necessary for the effective 
idministration of the Outer Continental Shelf Lands Act. Of course, 
we are not a legal bureau. It has been requested as part of this 
resurvey to locate this so-called baseline, the line of ordinary low 
water, with an accuracy sufficient for boundary delimitation purposes. 

To go back to our 1935 survey; that survey does not show present 
onditions. Before the act could be properly administered by the 
Secretary of the Interior, he must have a baseline, a survey of the 
ordinary low-water line, from which the bound: ary separating State 
and Federal jurisdiction will be determined. It is for that purpose 
that we are requesting the $175,000 be restored for the start of such 
surveys. 
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IMPORTANCE OF LOW WATER MARK 


Senator HoLuanpb. Of course, I want to call your attention to the 
fact that location of low-water mark now is important, and for the 
purpose of protecting navigation and triangulating lights and buoys 
and all that sort of thing, it is completely necessary; but the legislation 
under which most of the tidelands situation and the Continenta! 
Shelf situation ws resolved relates back to the location of the coast- 
line at the time the States entered the Union and I would take it that 
your progressive showing of the natural movement that is under way 
on these low coastlines sometimes by way of a projection into thy 
gulf, sometimes by way of a recession from the gulf, would enable you 
to compute very closely the location of ¢ oastlines at times in the past 
which would be controlling. 

Admiral Knox. That is not the way I understand it, Mr. Chairman 
I understand that the baseline would be taken as of the time of the 
passage of the act or as near a time thereto as a survey can be instituted 

Senator HoLttanp. Thank you, but I am thinking of the legal 
issues that will arise. They will require projection. 

Senator ELLENDER. As to where the historic boundaries were. 

Senator HotLtanp. They will require access to your progressive 
surveys, let us say, 25 or 20 vears apart, maybe in some instances 30) 
or 40 vears apart, leading back to the original survey—-which in thy 
case of my State predated the time of statehood. 

I do not know what the situation was in the case of Louisiana. But 
T imagine Louisiana was a State before the original survey because it 
was admitted to statehood earlier than my State. 

Senator ELLeNDER. There is no doubt about that. 

Senator HoLtuanp. Of course, the facts would be peculiar and con- 
trolling in accordance with the history of the situation in each State. 


RECONSTRUCTING PAST BOUNDARIES 


Senator ELLENDER. It is my belief that if this survey is done foi 
this purpose, that it should certainly try to reestablish what those 
boundaries were as far back as you can. If you could go back to as 
far as when the State was admitted to the Union, it ought to be shown 

Admiral Knox. One great advantage of a survey based on geodetic 
control is that such boundaries can definitely be determined any time 
either in the past or future by reason of the national network of 
triangulation. 

Senator HotLtanp. In other words, by comparing with your earlic 
records and piecing it all together you can make a composite picture 
but that is not the immediate task which you are assigned to do 
That is to run the lines now. 

Admiral Knox. Yes, sir. 

Senator ELLeNDER. As they now are. 

Admiral Knox. Yes, sir; as I understand, just as near to the date 
of the passage of the act as possible. The courts will accept that 
low-water line as the so-called base line. 

Senator Hottanp. We will not argue with you about any legal 
questions that may arise, but I think that it is pretty important that 
you do the job that you have outlined and I think that that job, 
dovetailing with earlier ones done by the Coast and Geodetic Survey 
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and other data available, will involve legal problems which will prob- 
ably have us concerned for many decades to come to reach the actual 
limits as of the time of admission to statehood. 

Senator ELLENDER. From the data that you have gathered in the 
past and that is now in hand and from the ‘data that you will obtain 
on this survey, would it be possible for you to reconstruct what the 
shoreline was, what the low tidewater mark was, say for 100 years? 

Admiral Knox. Not beyond our first survey. 

Senator ELLENDER. Just as far back as your first survey. 

Admiral Knox. Yes, sir. 

Senator ELLENDER. When was that first survey? 

Admiral Knox. I would say in the early fifties. It is one of the 
earliest areas in which we worked. 

Senator ELLENDER. It was in 1812 that Louisiana was taken into 
the Union. Some day we may ask you to reconstruct the line as it 
was then. 

Senator Ho_ttanp. Admiral, we appreciate your statement. 


REDUCTION IN PERSONNEL 


| want to ask you a general question. I note that attached to your 
justifications is a personnel chart, and it shows that the number of your 
present personnel have come down from a figure in 1949 of 2,206 to 
a figure in 1955 of 1,651. That shows a reduction of about 555 indi- 
viduals or thereabouts. 

Have your program requirements changed? Have you completed 
work that had been piled up as a backlog or what good reason is there 
for this heavy reduction in personnel? 

Admiral Knox. Well, most of the reduction in personnel, Mr. 
Chairman, is caused by the reduction in appropriations and also that 
we have absorbed so much of the cost of what you might call the 
fringe benefits. 

We have completed one small portion of our program; that is the 
surveys of the Arctic coast, I think, about 3 years ago. 

Aside from that, there has been no reduction in our program. In 
fact, in the aeronautical charting field, the program has been ac- 
celerated. 

We expect to publish about 50 million charts next year. 

Senator HoLitanp. I am not able, then, to give you the credit for 
voluntarily reducing force. It is a matter of cruel necessity occa- 
sioned by reduced appropriations and heavier fringe benefits. 

Admiral Knox. I am afraid I must answer ‘‘ves’’ on that, sir. 

Senator HoLtuanp. Thank you very much, Admiral. 

Admiral Knox. Thank you, sir. 


LETTER FROM ASSISTANT SECRETARY OF INTERIOR 


Mr. Winuiams. Mr. Chairman, may I request that we introduce for 
the record of the Coast and Geodetic Survey a letter from Mr. Orme 
Lewis, Assistant Secretary of Interior, which outlines something of 
their responsibility as a department to carry on this survey in Texas 
and Louisiana? 

Senator HoLtianp. That will be made a part of the record at this 
point. 

(The letter referred to follows: ) 
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UNITED Sratrs DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., December 3, 1955 
Hon. SIncLAIR WEEKs, 
Secretary of Commerce, 
Washington 25, D.C. 

My Dear Mr. Secretary: Under the provisions of the act of August 7, 195 
(67 Stat. 462), commonly known as the Outer Continental Shelf Lands Act, th 
Secretary of the Interior is charged with the administration of the soil, seabed, an 
natural resources of the Outer Continental Shelf extending seaward from the sea. 
ward boundaries of the several States in the Gulf of Mexico, the Atlantic Oceg 
and the Pacific Ocean. The seaward boundaries of the several States are depende 
upon the coastline of the States, as defined in the Submerged Lands Act of May 29 
1953 (67 Stat. 29). 

This Department is actively engaged in the administration of the areas in | 
Gulf of Mexico in accordance with the Outer Continental Shelf Lands Act. Reece 
offers of leases for the development of oil and gas and sulfur offshore from Louisiar 
and for oil and gas only offshore from Texas have elicited considerable interest « 
the part of qualified operators. The total of the high bids received as bonus fo; 
leases on the offered lands is in the neighborhood of $150 million. It is believe 
that the areas offered for lease constitute only a fraction of the areas which ar 
extremely valuable for their mineral resources. 

There is a difference of opinion as to whether the State seaward boundaries ay 
located 3 geographical miles or 3 marine leagues from the coast. Because of ¢) 
complications arising out of this situation, we felt that it would be sensible to wit! 
hold from our first lease sales the areas which might be plausibly claimed by 
States under the Submerged Lands Act. Needless to say, this question cannot | 
determined administratively. However, once it is finally settled, uncertainty w 
still exist as to those boundaries due to lack of authoritative and up-to-date infor- 
mation as to the line of ordinary low water along the portion of the coast which is 
in direct contact with the open sea. Until these questions are settled, we can: 
realize the full potential of the resources of the Outer Continental Shelf. The wor 
of this Department on the administration of the Outer Continental Shelf Lar 
Act is being seriously hampered by reason of lack of the necessary information. 

It is recognized that the mapping of the coasts of the United States and its 
possessions is a function of the Department of Commerce. The coastal charts i: 
the vicinity of the areas in which we are operating do not afford up-to-date informa- 
tion at a scale necessary or in the detail required for solution of the many intricat 
problems involved. There is a pressing need for accurate and detailed mapping of 
the coasts of Louisiana and Texas at a scale adequate for determination of th: 
line of ordinary low water. It is thought that mapping at a scale of 1:20,000 wi! 
be adequate for much of the coastline, although in certain questionable areas, suc! 
as the vicinity of Atchafalaya Bay and around the Mississippi Delta, maps a‘ 
considerably larger scale and in more detail will be required. 


It will be appreciated greatly if your Department will undertake the mapping of 


the coasts of Louisiana and Texas, as indieated herein, to facilitate the administra- 
tion of the Outer Continental Shelf as contemplated by law. The matter is urgent 
and I trust that the work can be carried through to completion without delay 


Representatives of this Department will gladly confer with representatives of 
the Department of Commerce as to the details of the work required and the priori- 


ties which will aid most in the settlement of some of the vexing problems. 
Sincerely yours, 
{s] Orme LEwis, 
Assistant Secretary of the Interior 
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PATENT OFFICE 


STATEMENTS OF WALTER WILLIAMS, UNDER SECRETARY; GEORGE 
T. MOORE, ASSISTANT SECRETARY OF COMMERCE; OSCAR H. 
NIELSON, DEPARTMENTAL BUDGET OFFICER; A. W. CROCKER, 
ASSISTANT COMMISSIONER; D. D. ANDREWS, ACTING DIREC- 
TOR, OFFICE OF RESEARCH AND PLANNING; T. B. MORROW, 
EXECUTIVE OFFICER; AND D. R. ELLIS, BUDGET OFFICER 


PROVISIONS OF HOUSE BILL 


Senator HoLLanp. The next agency, please. 

Mr. Nreutson. The next item is the Patent Office and Under Secre- 
tary Williams would like to make a statement with respect to the 
Patent Office. 

Senator HoLLaANp. Let me make this statement. 

This agency is the last in the group of three for which I understand 
that Under Secretary Williams has responsibility. Is that correct? 

Mr. Nrevtson. That is correct. 

Senator Hotutanp. The House bill would provide $14 million, $2 
million more than the estimate, and $244 million more than the appro- 
priation of $11,500,000 provided for the current fiscal year. 


COMMUNICATIONS URGE INCREASE 


Every member of this committee has had many communications 
advocating increases in Patent Office appropriations. 

| have had many such addressed to me, and I believe other Senators 
have had a large number of such letters. 

They come from scientific groups, from industries, from inventors, 
from members of the bar, and private citizens in other walks of life, 
discouraged over the wait for inventors. 

If there is a practical plan for reducing the backlog, I believe this 
committee should be told of it. 

I fail to understand why the budget would fail to provide for this 
plan. I do not know how anybody’s interests could be served by 
letting the backlog of applications grow. 


JUSTIFICATION 


I will place in the record at this point the summary justification for 
the Patent Office. 
(The justification referred to follows:) 


SUMMARY AND HIGHLIGHT STATEMENT 


The estimate of $12 million provides for maintaining the Patent Office program 
at substantially the same level of staffing and production in fiscal year 1956 as is 
possible during the current fiscal year. It provides for continuation of average 
employment at about 1,600 and application disposals at the rate of 60,000 per year. 
In view of recent increased inventive activity which has caused the filing of 
75,000 new applications per year, the Office will have to anticipate 15,000 applica- 
tions being added to the backlog during both 1955 and 1956. The backlog of 
about 195,000 applications pending at the close of fiscal year 1954 will thus rise 
to 210,000 in 1955 and 225,000 at the end of fiscal year 1956. This total of 225,000 
applications compares with a peak accumulation of over 230,000 applications in 
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1948 and what is considered to be a normal inventory of approximately 100,009 
which existed prior to the very heavy influx of applications filed immediately 
following World War II. : 

The estimate for 1956 represents an increase of $500,000 over the $11,500,000 
appropriated for fiscal year 1955. Of this increase $450,000 is associated with 
printing costs resulting from increased volume of patent issues and $50,000 jg 
for additional costs arising from statutory within-grade salary advancements 
and for annualizing the costs of the employee insurance program. Increased 
funds must be provided in 1956 for printing and publication costs associated 
with the issuance of additional patents to avoid deferral beyond statutory limits 
Measures have been employed during the current year to defer such costs to the 
maximum practicable extent in order to retain trained and experienced examiners 
in which the Government has considerable investment. 

Fees established by or pursuant to law for filing of applications, issue of patents 
sale of patent copies, and other items and services furnished by the Office produced 
$6,055,000 in revenue for the general fund of the Treasury during fiscal 1954, and 
are estimated to produce $5,800,000 in 1955 and $6 million in 1956, or an amount 
approximately equivalent to 50 percent of the annual appropriations. Estimates 
of income are based upon existing statutes, by which most fees are established 
Legislation was introduced late in the last session of Congress for a revision of 
Patent Office fees with a view to providing substantially increased revenue. It 
is expected that similar legislation will be introduced in this session which if 
enacted will inurease the general fund revenue by about $3 million annually. 

A comparison of the budget vear appropriation and employment estimates wit! 
the current and recent years is shown on the chart which follows. 
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Summary of requirements 
Appropriation, 1955 — 
Net difference, 1956 over 1955: 
Requirements Difference 
Se : increase (+-) 
By activity | or de- 
1955 | 1956 crease (—) 
estimate | estimate 
Administration of patent and trademark system. $8, 982, 800 | $9, 029, 500 +-$46, 700 
Printing and publication of patent and trademark 
material : 2, 000, 000 2, 450, 000 +450, 000 
Executive direction and administrative services 517, 200 520, 500 +3, 300 


Total requirements 11, 500,000 |» 12, 000, 000 +500, 000 


Total estimate of appropriation, 1956 ’ ‘ 12, 000, 00 
STATEMENT RELATING TO PATENT OFFICE APPROPRIATION FOR FISCAL YEAR 1956 


The House bill, as reported by the Appropriations Committee, includes a sum 
of $14 million for the Patent Office for fiscal year 1956. This is an inerease of 
$2 million over the budget estimate of $12 million which had been presented. 

A prepared statement was filed with the subcommittee of the House Committee 
on Appropriations and appears in the record of the hearings before that group 
In that statement it was made clear that no provision had been made in the $12 
million budget estimate to carry out the recommendations and to take into ae- 
count the important findings of the Bush committee, which made its report sub- 
sequent to the time the $12 million estimate was developed. It was anticipated 
that supplemental budgetary proposals would be advanced for these purposes 
however, an appropriation of $14 million, as reeommended by the House Com- 
mittee on Appropriations, would make this action unnecessary. 

The additional $2 million included in the House bill will provide for an aug- 
mented examiner staff to begin a systematic program to reduce the patent appli- 
eation backlog to a manageable level. It will also provide for an expanded 
program of patent classification and for a program of reasearch and development 
of electronic devices applicable to the work of the Patent Office. The $2 million 
distributes approximately as follows: 


For patent analysis and coding work entailed in the pilot operation 

relating to machine searching of compositions of matter patents $100, 
For adequate staff assistance to the Commissioner in an Office of Re- 

search and Planning, for stimulating and developing machines and 

techniques specifically adapted to Patent Office needs 50, 00 
For research and development relating to equipment and systems ap- 

plicable to Patent Office operations, to be cooperatively undertaken 

by Bureau of Standards 200, 000 
For an accelerated patent reclassification program 225, 000 
For examination of patent applications and related costs 1, 425, 000 

An appropriation of $14 million is expected to provide for the gradual additio! 
of approximately 300 examiner personnel and 100 clerical and administrativ 
personnel at a rate which will produce an estimated average employment of 18) 
examiners and 60 clerical and administrative employees during fiscal 1956. By 
the end of the fiscal vear, it is anticipated that an annual program rate of $15,200- 
000 will have been reached. 


REASONS FOR BUDGET ESTIMATE 


Senator HoLttanp. Mr. Williams, can you give the committe 
testimony as to the ability of the Patent Office to go forward and 
reduce this backlog with the additional funds contained in the House 
bill, if they are provided by final action of Congress? 

Senator ELLENDER. That is $2 million over the budget estimate? 

Senator HoLuaNnp. Yes. 
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Mr. Witurams. Mr. Robert Watson, the Patent Office Com- 
missioner, is out of the city, but Mr. Arthur Crocker, Assistant 
Patent Commissioner, is here. 

Before calling upon him and his associates for any technical answers 
10 questions you may have, I would like to spe ‘ak with regard to the 
question you have propounded, Mr. Chairman. 

We have been very cognizant of the situation in the Patent Office 
and have been watching it carefully. I think there are two main 
factors that have contributed to the situation in which we find our- 
selves, 

The first factor is that the volume of patent applications has 
sharply increased. Instead of following the curve that was antici- 
pated, they took a sharp upward turn so that now applications are 
being received at a higher rate than ever in the history of the Patent 
Office. 

Senator HoLLanp. You had not figured on the fact that the more 
spare time our people had the more inventors there will be? 

Mr. WititaMs. I would rather say that it is a stimulated economy 
that stimulates men’s minds. 

The other factor is that productivity in the Patent Office on the 
part of the examiner has decreased in proportion to the increased 
number and complexity of the applications being received. 

Senator HotLanp. In other words, it is harder and harder to look 
ip the precedents as the number of patents issued or denied 
accumulates? 

Mr. WituraMs. That is right. So that leads — the need for a 
rather gigantic classification — program so that they can break down 
these groups into smaller groups and then they will nee less of this 
laborious searching, and productivity is bound to increase. 


VANNEVAR BUSH COMMITTEE 


When this budget was prepared for submission last fall, we had not 
vet heard from the Vannevar Bush committee which had been named 
io study the Patent Office situation and come up with recom- 
mendations. 

That committee did report later on. Its findings are good. There 
is much hope for improvement and gain to be derived from their 
recommendations in the operations of the Patent Office, but it was 
quite obvious that the results were not going to be any magic push- 
button sort of thing either in quality or speed. 

We then gave thought to the probability of submitting a supple- 
mental request to the $12 million one that was originally made since 
t became apparent that the Bush committee was not going either as 


last or as far as we had some reason to hope that it might go. 


Now, as you know, the House committee has acted as it has and 


already there is a very vigorous recruitment program planned with 
the idea of getting enough competent examiners on the job. 


It is not a matter of recruiting just to recruit, but a matter of getting 
vood examiners and with an army of new examiners on the job and 
following the recommendations offered by the Bush committee, we 


have every confidence that the Patent Office is going to emerge from 


the backlog condition which confronts it now. 
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DEPARTMENT CONCURS IN HOUSE INCREASE 


Senator HoLtitanp. All you want is to have the increase incorporated C 
in the House bill preserved and become a part of the finally enacted \ 
measure; is that it? 

Mr. Wituiams. I think that as a practical matter that would prob- 
ably be as good as any other way of handling it. 

We do not know, frankly, just how much money we are going to 
spend because we do not know how fast we are going to be able to a 
recruit examiners but if we are successful in recruiting good ones as fast 
as we hope, we will be able to expend, and expend wisely, the additional \ 
money proposed by the House committee. th 

If we do not, we will go as fast as we can and the excess money : 
will be turned back, and we will take a look at requirements in the 
next session. 

EXCESSIVE BACKLOG OF APPLICATIONS p 


Senator Hottanp. What do you have as a present inventory? . 

Mr. Wituiams. About 220,000. The men of the Patent Office cay 
answer more exactly, but I think it is generally figured that a back 
log of 100,000 is a normal working backlog. So we have perhaps d 
120,000 more than we should have. 

Senator HoLtLanp. I am sure the committee and the Congress as a 
whole will be interested in seeing what result is obtained by the 


upping of the appropriation if that course is followed. I suggest t 
that you prepare a very careful inventory, showing the situation as ; 
of the end of this fiscal year and be prepared to do the same thing 
near the end or at the end of the 1956 fiscal year or at such other 
time as fits into your operation best, and by that means you can advise 


the committees and the Congress as to whether you are making prog- 
ress if we do afford increased appropriations, which I think we will. 
Senator ELLeNpER. That is the best way to show justification. s 
Mr. Wiuxiams. If I understand correctly, you are thinking in ( 
terms of looking at the picture a year hence to measure our progress 


during this coming year? 

Senator HoLLanp. Yes; but we would like to have filed with our 
committee an inventory of the sicuation that has justified increased 
appropriation, assuming that we do increase it. ' 


I think it would be well to file that at the end of this fiscal year 
and then be prepared to make a similar showing as you come back to ! 
Congress next year. 

Mr. Wiuurams. I think that is a very sensible sort of procedure | 
We shall be glad to do that. 

(The information referred to follows: ) 


STATEMENT RELATING To INCREASE IN APPROPRIATION FOR PATENT OFF 


In acting upon the Patent Office budget for fiscal vear 1956, the House has 
approved an amount of $14 million. This is an inerease of $2 million over the 
budget estimate for 1956. 

The additional $2 million so anproved will provide for an augmented examiner 
staff to begin a systematic program to reduce the patent application backlo, to 
a manageable level. It will also provide for an expanded program of patent classi- 
fication and for a program of research and development of electronic devices 
applicable to the work of the Patent Office. 

The difficulties with which the Patent Office is confronted in its efforts to main- 
tain a sound and vigorous patent system have been of great concern to inventors 
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ydustry, business, and the publie generally. The Congress has repeatedly ex- 
pressed its concern with these difficulties, and in considering the Department of 
Commerce budget request for the fiscal vear 1955, the Senate Committee on 
Appropriations directed the Department to ‘make an aggressive and thorough 
investigation as to the possibility of mechanizing the searching operations and 
installation of up-to-date types of equipment in order to modernize, insofar as 
practicable, the Patent Office operations.” 

~' A committee of recognized experts headed by Dr. Vannevar Bush was subse- 
quently appointed by the Secretary of Commerce to examine the search problem 
and make recommendations for action. ‘he committee completed its v ork 
in December 1954, and made the important finding, with respect to the search 
task involved in the patent application examination process, that “no existing 
device nor system is capable of serving the specific and unusual requirements of 
the Patent Office.’’ The committee recognized, however, that mechanizalion 
of the search process is essential if the United States patent system is to continue 
to make its contribution as a positive force in our expanding economy. It 
expressed the belief that there is an excellent chance for the practical application 
of machine methods to the search problem, if the Department undertakes a 
positive program which would combine research, experimentation, and cooperation 
with private industry. The committee also strongly recommended that the 
reclassification of patents be accelerated, which effort would go hand in hand with 
the long-term mechanization program. One of the most important findings of 
the committee is expressed in these words: 

“The Nation cannot afford a moratorium on Patent Office operations while the 
decisions are made, the system established, the information encoded, and the 
machines built and installed. Therefore, the regular work of the Office, including 
the serious problem of reclassification, must go forward simultaneously with 
aggressive experimentation and development.” 

Inasmuch as the regular 1956 estimates were developed prior to completion of 
the committee’s work and evaluation of its report, no provision was made in the 
regular Patent Office budget estimate of $12 million to carry out the committee’s 
recommendations and to take into account its important findings. It was antic- 
ipated that supplemental budgetary proposals would be advanced for these pur- 
poses; however, an appropriation of $14 million as allowed by the House, would 
make this action unnecessary. 

Fulfillment of the program proposals which relate to the findings and recom- 
mendations of the committee involves primarily the addition of a sufficient num- 
ber of qualified examiner personnel, immediate mass recruitment of which is 
regarded as impractical. It is considered that additional qualified personnel 
cannot be recruited at a rate which will require an appropriation of more than 
$14 million for the coming fiscal vear. An appropriation of that amount will 
provide for the gradual addition of approximately 300 examiners and 100 clerical 
and administrative personnel at a rate which will produce an estimated average 
employment of 180 examiners and 60 clerical and administrative personnel during 
fiscal 1956. By the end of the fiscal vear, it is anticipated that an annual program 
rate of $15,200,000 will have been reached. 

The additional $2 million approved by the House will provide as follows: 

$160,000 for pilot operation relating to machine searching of compositions of 
matter patents.—This amount will provide for patent analysis and coding work 
entailed in the pilot operation, in conformity with the Bush Committee’s recom- 
mendation that machine searching of compositions of matter be put on an 
operational basis. 

$50,000 for Office of Research and Planning.—This amount will provide adequate 
staff assistance to the Commissioner of Patents in achieving the maximum effective 
utilization of mechanized processes in conducting operations of the Patent Office, 
expediting the procedure for modernizing the system of classifying patents and 
other technical literature for search purposes, by mechanized processes or other- 
wise, and conducting research and studies with the view to promoting management 
improvement and attainment of a high degree of efficiency and economy in the 
operations of the Patent Office. This unit, the establishment of which is in con- 
formity with the Bush Committee recommendations, will work jointly with the 
Bureau of Standards in stimulating and developing machines and techniques 
specially adapted to Patent Office needs. 

$200,060 for research and development relating to equipment and systems applicable 
to Patent Office operations—This amount will provide for technical and scientific 
services and related costs, and for acquisition of experimental or pilot equipment 
or devices, in connection with pilot search operations and the mechanization of 
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other phases of Patent Office operations. It is proposed that such technical and : 
scientific services as are required be secured from the National Bureau of Stand- xa 
ards, in accordance with agreements between that Bureau and the Patent Office es 
executed in conformity with the Bush committee recommendations, and that we 
equipment appropriate for pilot operation relating to compositions of matter tol 
patents be acquired through the Bureau of Standards, either by purchase or }, : 
construction. The estimated amount for this purpose distributes approximate; N 
as follows: C 
Technical and scientific services___........-....--.-- ja sii clan, tha 
Acquisition of equipment_- - Seba tea si aeeaa Saceew=as She Oee ’ 
Total... s ee ee ee eee ir ccecwinnceae OcOng hee 
$225,000 for accelerated patent reclassification program.—The Bush committe: the 
recognizes the importance of an accelerated reclassification program and recom. 
mends that it go hand in hand with the long-term mechanization program. For pre 
the fiscal year 1956, it is proposed that the patent classification staff be gradually 
augmented by 46 examiner personnel, providing an average employment additior 
of 23 examiners during the year, whose salary and associated costs (clerical assist- ( 
ance, supplies, ete.) will amount to the estimate of $225,000. By the end of : 
fiscal year 1956, it is anticipated that an annual rate of $450,000 will have beer res 
reached in the program for acceleration of the reclassification of patents, or about | 
50 percent of the annual scale necessary for accomplishing the needed reclassifi- the 
cation work over a 6-year period. 
$1,425,000 for examination of patent applications and related costs.—This sum 
will make it possible to augment the patent examining force and provide for tal 
costs related thereto, in light of the inereased filing of new patent applications 
and the existence of an oppressive backlog of applications pending disposal vr 
The backlog is now well over the 200,000 mark and about 40 percent greater than | 
the average workload prevailing during the past 20 years. Increased inventiv: - 
activity in the American economy has resulted in the filing of applications for hi 
patents at the rate of 75,000 per year for the past 2 years, exceeding by 20 percent 
the average annual rate for the preceding 20-year period, and exceeding by 25 ad 
percent the number of applications filed as recently as fiscal year 1952. 
The amount of $1,425,000 anticipates the gradual net addition of approximatels mM 
240 examiner assistants, at a rate which will yield an estimated 145 additional 
man-years of examiner employment and productivity during the fiscal year 1956 res 
Total average employment of examiner assistants will thus be 785, as compared 
with 640 provided for in the regular budget estimate. It is expected that approxi- 
mately 74,000 applications will be disposed of, as compared with 60,000 anticipated te 
under the regular budget. With filing of new applications expected to continue sti 
at the annual rate of at least 75,000, it will not be possible to avoid some increas: 
in the backlog between the beginning and the end of fiscal 1956. However, by of 
the end of fiscal year 1956, it is anticipated that an annual rate of $2,400,000 will 
have been reached in the program of augmenting the examiner staff. It is antici- 
pated that the productive capabilities of such an augmented staff, on a full-year 
basis, would enable the Office to keep pace with the increased intake of new patent 
applications and make possible an annual reduction of between 5,000 and 10,000 m 
in the backlog. 1 
The following data on patent issuances and application workload show the Di 
effect of the House allowance: 
1956 estimate 
In budget | House bill Difference th 
Patent issuances: | 
_ Patents granted (excluding designs) ..............-.-.---- 40, 000 44, 000 +4, 001 
Workload summary: ; ; is ss 
New patent applications received (excluding designs) __-- 75, 000 70, 0GD Ioacenss D 
Patent applications disposed of (excluding designs) - _- 60, 000 74, 000 | +14, (00 
Patent applications pending, end of year (excluding de- | 
Ta ee 225, 000 211, 000 —14, 001 


} 


Senator ELLENDER. How many examiners do you now have? 
Mr. Crocker. 600. 
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ral and Senator ELLENDER. What is the average number of cases that the 

Stand- J >xaminer takes care of in a year? 

Pw Mr. Crocker. About 95 disposals per year. The $2 million addi- 

matter [tional will provide 300 additional examiners 

or by Senator ELLENDER. 95 times 300 will give > the figure? 

matel; Mr. Crocker. That is assuming that 300 are on board all vear. 

- Senator ELLENDER. You would get rid of only 28,500 out of 220,000 
, 000 


that you have backlogged. 

Mr. Crocker. We would not make any progress the first vear, 
because, as a matter of fact, we would not have on board the 300 for 
the full year. 


00, 000 
00, 000 


Mitte: a ; ; j sl 
recom- The first year would involve many recruitment and_ training 
. For #§ problems. 


dually 
iditior 
assist- 


TIME OF BACKLOG REDUCTION 


Senator ELLENDER. You would have to pay that and get no better 


end of , 
e been results? 
about Mr. Crocker. We would turn the tide during fiscal year 1956 and 


‘lassifi- 7 then be in a position for better results in fiscal year 1957. 


Senator ELLENDER. When you take a man on, how long does it 


is sum : saad 

ide for fg take you to train him? 

rations Mr. Crocker. It takes the best part of a vear to approach full 
spoesal. Hi production. 

r than 


Senator ELLeNpDER. A whole year. Does he go over any cases 
himself during that period? 

Mr. Crockrr. Yes, but only under very close supervision. In 
addition to the time that he puts in, there is also the time of the 
immediate supervisor. 

Senator ELLENDER. What is so complicated about that that it 
requires a year to train a man? 

Mr. Crocker. Examination of a patent application is a very 
technical procedure. They must be examined in compliance with the 
statutes. 

Senator Hotuanpb. Well, the practice of patent law, I know, is one 
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er, by Bf of the most highly technical. 

aati. Senator ELLENDER. Is this open to women? 

ll-year Mr. Crocker. Yes, we have about 20 or 30 lady examiners. 

patent Senator ELLENDER. Then if that be true, if we provide this $2 


10,000 @ million, the progress that you expect to make in the first vear wouldn't 


w the fe be very much. 
TEN-YEAR PLAN 


Mr. Crocker. No, this is looking forward to a 10-year plan. 
Senator ELLENDER. | know that but I was thinking of trying to do 
this in 2 or 3 years. 


erence 
—~— Mr. Crocker. We are running about 15,000 back of our intake at 
aa the present time. That is our current situation. 
Senator ELLENDER. What is your system of looking into these 
Sicee patents? ; 
rea Is it as they are filed? ; eat a 
, Mr. Crocker. A case reaches its turn in its order of filing. 
ey Senator ELLENDER. The oldest is taken first? 
? Mr. Crocker. Yes. Some of the new ones will be pending for as 


much as a year before they are reached and then, of course, they are 
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acted upon by the examiner and a response is made by the attorney 
and then they enjoy an amended status where they are again acted 
upon in turn. 

Senator ELLENDER. Are any delays caused for reasons other thay 
your own people not being active? 

Mr. Crocker. The attorney has 6 months to respond. 

Senator ELLENDER. To what extent do they abuse that privilege 
by asking for extensions? 

Mr. Crocker. You cannot extend the period for response. It has 
a statutory limit. But they do in some instances wait a large part of 
that 6 months’ statutory period. The average application is in q 
period of pendency for about 3! years. Some are longer and son, 
shorter. 

BUSH COMMITTEE RECOMMENDATIONS 


Senator HoLiuanp. Reference has been made already today to th 
report of the special committee headed by Dr. Bush. I believe that 
that committee was appointed because of the report of this committe; 
last year on the Patent Office appropriation. 

| have seen the report of Dr. Bush’s survey, and I recognize that 
they recommended a great many immediate steps particularly in " 
field of classification and in immediate mechanization of your oper 
tion in compositions of applications. 

I am going to include in the record the summary which is print 
on page 1 of the report to the Secretary of Commerce, and inviti 
you to make any comments that you wish to upon that report whieh 
you have not already made in response to the questions by Senator 


E lle nder. 


(The information referred to follows:) 


SUMMARY 


The committee believes the United States patent system to be a positive fore 


in our expanding economy. If it is to continue to make its contribution mechan- 
ization of the research process is essential. Fortunately electronic computers 
have reached a stage of development which makes feasible their application to this 
complex problem. When achieved, mechanization will markedly aid the patent 


system and will be generally helpful to our society. 
Since there are several types of computers whose full potential is yet unexplored 


it would be unwise to designate one search system and device at this time.  In- 


stead, the committee recommends that the Patent Office immediately proceed i: 
one designated field and work with industry and other agencies in developing the 
new machines and techniques which will permit full application at an appropriate 
time. Specific recommendations which the committee believes should receive th 
immediate attention of the Department of Commerce follow: 


The Patent Office should put machine searching of compositions of matter 


on an operational basis. 
2. The reclassification of patents should be accelerated. 
- A rese owes h and development unit should be established in the Patent Office 


The National Bureau of Standards and the Patent Office should undertak 


a joint program to stimulate and develop machines and techniques specifically 


adapted to the Patent Office operations. 


5. An advisory committee should be attached to the Office of the Secretary of 


Commerce to stimulate and coordinate the program and related efforts withil 
the Commerce Department. 


The committee recognizes that action programs responsive to its reeommenda- 


tions will require fiscal allotments. Proper estimates can best be supplied by th 
expert personnel of the Patent Office and the National Bureau of Standards. 
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WHEN BACKLOG INCREASED 


Senator ELLENDER. May I ask a question before you go, about 


that report? You say that normal carryover is about 100,000 cases. 


\r. Crocker. Yes. 

Senator ELLENDER. How far back was that the case? How many 
rears ago did vou have this 100,000? 

The next question would be how did it accumulate on you? 

Mr. Crocker. It was prior to the end of World War Il. It was 


about 1942 to 1944. 


Senator ELLENDER. What has caused this further backlog? Is that 


because more patents were applied for? 


Mr. Crocker. Yes, there has been a greater influx and there has 


been the inability to cope with the influx due to the depleted staff in 
the office. 


Senator ELLENDER. Has the output been constantly rising? 
Mir. Crocker. The disposition rate? 
Senator ELLENDER. Yes. 


OUTPUT PER MAN FALLING 


Mr. Crocker. The disposition rate has been falling and it is down 
to about 95 disposals per year per examiner, as 1 told you a moment 
avo, and we attribute that to the great accumulation of reference 
material which must be searched. 

There are 2,700,000 domestic and about the same number of 
foreign patents. 

Senator ELLENDER. As you increase the number of patents, is there 
more work? 

Mr. Crocker. There is more work involved in making a search. 
There is also a complexity factor involved. The applications are 
more complex now than they have been. 

Senator ELLeENDER. To what extent would you say that patent 
— have increased since prewar? 

Mr. Crocker. There has been about a 25 percent increase in the 
past 2 years. 

Senator ELLENDER. Twenty-five percent in the past 2 years. That 
is all, Mr. Chairman. 

Senator HoLLanp. Now, you may proceed if vou wish to incorpo- 
rate in the record any comment that you have on the report of the 
Bush committee. I do not think you should go into great technicali- 
ties, but a brief statement, I think would be appropriate since that 
work was done under the suggestion of this committee. 


MECHANIZATION FOR SOME OPERATIONS 


Ir. Crocker. Yes, I understand that. As you know, there were 
five recommendations made by this committee. The first one was 
that the Patent Office should put the machine searching of composition 
of matter patents on an operational basis. 

A group of examiners is working on that project at this time to 
determine what can be done on the mechanization of search through 
patents in the medicine art, which is a composition-of-matter art. 
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This group has gone beyond the analyses that were made in thy 
earlier project under investigation in 1950 and these advances tend to 
simplify the coding that had been used earlier in 1950 as well as to 
open up new potential fields for mechanization, such as processes. 

There are four examiners detailed from their regular duties involved 
in that and we are absorbing the expense of their use out of our present 
budgetary provisions. 


FEES COLLECTED COVER 50 PERCENT OF COSTS 


Senator HoLianpb. For the record, how much do the fees collected 
by the Patent Office amount to at this time? 

Mr. Crocker. $6 million. 

Senator HoLLanp. What is the disposition of those fees? 

Mr. Crocker. They go into the general funds of the Treasury. 

Senator Hotitanp. And your whole operation, then, has to by 
provided for by specific appropriation? 

Mr. Crocker. Yes, sir. 

Senator HoLttanp. Then we might say that your fees, the revenw 
of your office, has taken care of substantially half of your operation? 

Mr. Crocker. Yes, sir. 

Senator HoLLanp. An increase of fees is one of the courses sug- 
gested by many patent lawvers from whom this committee has heard 
What does the Bush committee sav about that? 

Mr. Crocker. They have nothing to do with fees. There is a bill 
pending to increase the fees. It will come up for hearing on the 1st o! 
June before the House Judiciary Committee. 

Senator HoLttanp. What is the attitude of the Patent Bar Associa- 
tion? 

Mr. Crocker. I think the Patent Bar generally will support an 
increase of fees. The present fees are predicated upon the 1932 level 
and it would be reasonable to expect that they will support an increas: 
in fees. 

FEES COVERED 95 PERCENT IN 1932 


Senator HoLttanp. Did the Patent Office come nearer carrying its 
own cost at the 1932 level than it does now? 

Mr. Crockrer. About 95 percent. 

Senator HoLLtanp. And now it is about 50 percent? 

Mr. Crocker. About 50 percent. 

Senator ELLeENpDER. How much do you propose to increase the fees: 

Mr. Crockxrr. It would be about a 50 percent increase in receipts 

Senator ELLENDER. Well, if you increase the fees that much, 
might discourage filing, might it not? 

Mr. Crocker. Well, the filing fee is not to be increased material) 
That has been taken into consideration. There are other means of 
levving fees. 

Senator ELLENDER. Let me ask you this: Suppose you increase 
your examiners by 300. Would you have to increase lawyers or 
other assistants? 

Mr. Crocker. No; there would be an increase in the clerical 
support. There would be about 100 clerical positions. 

Senator ELLENDER. How many of your employees are lawyers? 
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Mr. Crocker. Practically all of the examiners are lawyers; all of 
the professional group are lawyers. We have on board 800 profes- 
sional personnel, and of those the majority will be lawyers, 


DUTIES OF LAWYERS 


Senator ELLENDER. You do not have any special lawyers? 

Mr. Crocker. No; they are all examiners. We, of course, have 
the Solicitor’s Office. 

Senator ELLENDER. To give you guidance? 

Mr. Crocker. He represents the Commissioner in court actions, 

Senator HoLLanp. How many lawyers are in that office? 

Mr. Crocker. There is the Solicitor and four law examiners. 

Senator ELLENDER. Do you need that many? 

Mr. Crocker. Yes. 

COMMUNICATIONS 


Senator HoLuanp. The staff advises me that of all the letters that 
have come into the staff, of which many of them are interesting, that 
probably two of the most interesting are these which I am going to 
incorporate into the record at this time, one from Mr. Philip D. Reed, 
chairman of the board of General Electric Co., pleading for much 
greater speed and outlining practically what it means to have the 
applications held up from 2! to 33 years which he says now is ordin- 
arily the case; the other from Mr. E. B. Nichols, president of the 
American Society of Inventors. 

[ am going to incorporate these two letters into the record. 

(The letters referred to follow: ) 


GENERAL Etvectric Co., 
New York 22, N. Y., March 31, 1956. 
Hon. Stytes BripGss, 
Washington, D. C. 

Dear SENATOR BripGes: It is my understanding that the portion of the 
proposed 1955-56 national budget which contains the appropriation for the United 
States Patent Offiee, as a unit of the Department of Commerce, will shortly be 
reviewed by a committee of which you are a member. 

I hope that you will consider whether the Patent Office appropriation should 
not be inereased above the figure of $12 million, to which I understand it has been 
limited by the Bureau of the Budget. Based on the information stated below, it 
would appear that the national interest in the proper functioning of the patent 
system clearly requires that several million dollars be added to the proposed 
appropriation. 

According to the annual report of the Commissioner of Patents for fiscal 1954, 
American inventors in 1954 sought 25 percent more services than they did in 
fiscal 1952. Nevertheless, the Patent Office appropriation for fiscal 1954 was cut 
below the level of 1952 expenditures, and the 1955-56 budget would maintain it 
below such level. The net result is that the number of examiners in the Patent 
Office has decreased from 720 in 1952 to 610 as of February 19, 1955, and this in 
the face of a rapid rise in the number of applications awaiting action in the Office. 

As a result of the above, I understand that it now takes an average of 334 years 
to obtain a patent, although the examiners in the Patent Office actually devote an 
average of ohly 2! days to the examination of each patent application. In 
other words, it requires 3'4 years to obtain services requiring 24 days, with the 
situation steadily becoming worse. 

The foregoing situation is obviously highly injurious to the interests of all who 
use the services of the Patent Office, including, of course, industrial companies 
like General Electric which maintain forward-looking research programs. It is 
even more important, however, that the serious delay which now occurs in the 
handling of a given patent application has the effect of correspondingly postponing 
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(a) the issue date, and (b) the 17-yvear-later expiration date of the resultant patent 
Since the latter date is the one upon which the publie finally becomes free to us 
the invention without obligation to the patentee, the effect of the present situatio; 


is to postpone for vears the free availability to the publie of inventions on whie} he 

patents are now being sought. » 
It is clearly not in the national interest that this situation should be allowed { 
continue or to become worse, and it would seem, therefore, that the stronges 

reasons exist for increasing the appropriation for the Patent Office to a level a; > 

which its services can be made reasonably current. Pa 

I believe that this matter justifies your close attention and appropriate actio) - 

Very truly vours, a\ 

Pritie D. Rexp . 

Off 

AMERICAN SOcIETY OF INVENTORS, pa 


Moorestown, N. J., April 8, 1955 

Hon. Styies BRIDGEs, 
Senate Office Building, Washington, D. C. Ui 
Dear Sir: At a recent meeting of our society, held in Philadelphia, the top 
was “What is happening to our patent system?’’? which was discussed at great 


length. It was the fee ‘ling of our group that it is inconceivable that the ven 
heart of our country’s technical progress should be handic apped by the excuse of 
economics when billions are being spent on programs in foreign countries, “d 
A recent issue of the Official Gazette shows that there are over 200,000 applica- oa 
tions awaiting action by the Patent Office; that the average delay in action upor of 
an application is over a year, and that some cases have been awaiting action for - 
more than 18 months. This condition is due to an inadequate staff which in tur se 
is due to pennywise economies. As you know, the last Congress, instead of oe 
increasing the Patent Office appropriation which was then urgently required for | 
the same reasons that exist today, actually reduced the appropriation so that today f 


the examiner would have to pass upon almost twice as many cases in the sam 
time interval as 5 years ago to keep their work current. 

The difficulties confronting independent inventors today are greater than ever 
before. If these conditions continue to exist, they are going to stifle the creatiy 
thinking of our loyal Americans whose efforts are honest in trying to help our 
country. This delay curtails the incentive of those with new ideas in development (f 
work and instead of promoting this type of work, it is a real handicap. 

It is quite evident that Congress has not been fully informed about conditions i! 
the Patent Office or it would not allow them to exist. We, as members of a na- 
tional, nonprofit organization of inventors, urge that immediate consideration b 0 « 
given ‘to this problem. 

Very truly yours, 
E. B. Nicuo.s, President, 


ACTION ON RECOMMENDATIONS 


Mr. Crocker. Mr. Chairman, in reference to the Bush committe: 
ore I onlv touched on the first one. I would be happy) 
to supply the information on the other four. 

Senator HoLLaANb. Supply a brief statement with reference to thi 
five recommendations, because I think there is a great deal of interes 
in this field, and I am sure the committee will want to do what it ca! 
properly and helpfully do to help correct what is evidently a very ba 
situation. That is from the standpoint of delay and from the stand- 
‘point of consequent injury not only to inventors, but to the firms wi 
buy their inventions and the firms who manufacture their inventions 

The information referred to follows:) 


RECOMMENDATIONS OF THE BusH COMMITTEE AND PrRoGREsSS ReEportT THERE! 


I. The Patent Office should put machine searching of compositions on a 
operational basis. 

\ small group of examiners, on detail from their regular duties, is now inten- 
sively working on the mechanization of the search through patents pertaining 
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to compositions of matter. This group has gone far beyond analyses made in 
the earlier project demonstrated in 1950. These advances both tend to simplify 
the coding as it was used in 1950 as well as open up new potential fields of mecha- 
nization, such as processes. 

If. The reclassification of patents should be accelerated. 

Plans have been completed for the orderly augmentation of the staff needed 
to reclassify the issued patents for manual search by both the publie and the 
Patent Office employees. This reclassification will greatly facilitate the future 
mechanization. Actual work ean only be started when sufficient funds are 
available to employ the replacements in the examining corps for those who are 
to perform the reclassification work. 

Plans have also gone forward to secure industrial collaboration with the Patent 
Office with a view to improving the facilities for searching through the issued 
patents. Authorization has been requested to allow the Office to make use of 
ndustrv’s skills and viewpoints. 

Ill. A research and development unit should be established in the Patent 
Office. 

{ small group has been organized and is funetioning as a research and planning 
init. The reorganization plans necessary to establish this unit are now in process 
of being approved by the Secretary of Commerce. 

IV. The National Bureau of Standards and the Patent Office should undertake 
a joint program to stimulate and develop machines and techniques specifically 
adapted to the Patent Office operations. 

The National Bureau of Standards and the Patent Office have executed letters 
of agreement spelling out the cooperative effort to be expended on the mechani- 
zation program. It is expected that the Patent Office will obligate in the neigh- 
borhood of $200,000 of its appropriation through the National Bureau of Standards 
for technical services and aequisition of prototype equipment. 

VY. An advisory committee should be attached to the Office of the Secretary 
of Commerce to stimulate and coordinate the joint program. 

The Seeretary has secured the acceptance of a highly capable, experienced, 
research specialist to serve on his advisory committee, and work is progressing 
in securing the services of a skilled and representative staff for this committee. 

Senator HOLLAND. Is there any further statement from the Patent 
Office? 

Mr. Wittrams. No, sir; nothing further. 

Senator HoLLaAnp. We will recess until tomorrow afternoon at 2 
o'clock. 

(Whereupon, at 3:45 p. m., Wednesday, May 25, 1955, the hearing 
was recessed until 2 p. m., Thursday, May 26, 1955.) 








DE. 


the 


pres 


STA 


= & 


mH © D> 


Sf, 


por| 
my 
Def 


pare 


[sh 





)EPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATIONS, 1956 


THURSDAY, MAY 26, 1955 


UniITED StTaTEs SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 2 p. m., pursuant to recess, in room F-82, 
the Capitol, Hon. Spessard L. Holland (chairman of the subcommittee) 
presiding. 
Present: Senators Holland and Smith. 


DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 


STATEMENTS OF LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR 
TRANSPORTATION ; GEORGE T. MOORE, ASSISTANT SECRETARY 
OF COMMERCE; OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; CAPT. WALTER C, FORD, DEPUTY MARITIME ADMIN- 
ISTRATOR; THOMAS E. STAKEM, JR., ASSISTANT TO DEPUTY 
ADMINISTRATOR; J. J. McMULLEN, CHIEF, OFFICE OF SHIP 
CONSTRUCTION AND REPAIR; AND LEONARD F. NICHOLS, 
BUDGET OFFICER 


PREPARED STATEMENT 


Senator HOLLAND. The subcommittee will please come to order. 

This morning we have Mr. Rothschild, Under Secretary for Trans- 
portation. We will be glad to hear from you, Mr. Rothschild. 

Mr. Roruscuinp. Thank you, Mr. Chairman. There are under 
my supervision the Maritime Administration, Bureau of Public Roads, 
the Civil Aeronautics Administration, the Weather Bureau, and the 
Defense Air Transport Administration. A statement has been pre- 
pared and filed in areas where we are appealing, and if permissible, 
[should like to have it included in the record. 

Senator HoLLaNnp. The statement will be included in the record. 

The statement referred to follows:) 


STATEMENT By Louris S. Roruscuitp, UNDER SECRETARY OF COMMERCE FOR 
TRANSPORTATION 


Mr. Chairman and gentlemen of the committee, I should like to comment briefly 
with respect to the programs and budgets of the Civil Aeronautics Administra- 
tion, the Maritime Administration, the Bureau of Public Roads, and the Weather 
Bureau. 
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CIVIL AERONAUTICS ADMINISTRATION 


The total request for fiscal year 1956 for the Civil Aeronautics Administratig 
was $159,340,000 and the House allowance was $159,525,000, or an increase 
$185,000. On the face of it, the House allowance appears liberal; however, exami. 
nation of the detail discloses certain serious inadequacies in programs affecting 
aircraft operations and safety. 

The appropriation, “Operation and regulation,” which finances the day-to-dg 
operations of the CAA, was reduced $3,150,000 from the $106,150,000 whieh was 
requested. This appropriation provides for the personnel required to operat 
and maintain air navigation facilities and air traffic control on the Federal air. 
ways system, which is used by both civil and military aviation. It finances the 
activities concerned with the certification of competency of airmen and air. 
worthiness of aircraft, as well as personnel engaged in administering the Feder, 
grant-in-aid program for airport development. 

We originally estimated an 8-percent workload increase for air traffie contr 
centers and a 6 percent for airport traffic control towers during the next fiscal year 
We now find that our estimates were low, with the trend increasing during t¢} 
last few months. We are currently right up to the limit of the activity whieh w 
can handle and will have to resort to further limiting of traffic due to the unavyail- 
ability of personnel. Further, under the House allowance we will not be able ti 
commission the new facilities which have been established under previous con- 
gressional authorizations and appropriations. In fact, a substantial number 
existing facilities will have to be closed and operations of others sharply curtail 

The House committee specifically eliminated an amount of $100,000 for 4 
medical standards survey, and $40,000 for a project to transfer more safet 
responsibility to industry. The $100,000 would enable us to develop new stand 
ards for determining fitness of airmen in terms of physical ability, reaction tim 
and, in general, the competeney required physically of the individual who flies 
airplanes. Present standards were developed at the time CAA came into being 
and we feel a review of these standards is required in view of dynamic changes ir 
aircraft and flight procedures since that time. The $40,000 project is proposed 
for a study on the delegation or transfer of authority and responsibility to industr 
for certain activities pertaining to airmen and aircraft certification, airworthiness 
and compliance with safe operating practices. If substantial modification ean |y 
developed, we can expect some economies in the aviation safety area in futur 
years. The Department is requesting full restoration of the House reduction for 
this appropriation. 

The request for “Establishment of air navigation facilities’? was reduced 
$4,500,000 from the estimate of $23 million. The purpose of this appropriatior 
to provide funds for the purchase and installation of air navigation facilities t 
aid in the safe and efficient movement of air traffic. The increase in civil flying 
as well as the substantial expansion of militarv activities have severely taxed our 
existing system and we are requesting full restoration in order that we can kee 
abreast of the growth in activity for this essential and expanding industry. 

The estimate for ‘Maintenance and operation, Washington ational Airport 
was reduced $65,000 from the request of $1,415,000. The bulk of the increase for 
this item is to provide for conversion of craft, protective, and custodial positions 
to wage board as provided by recently enacted fringe-benefits legislation. Sine 
our original estimate of about 9 months ago, actual experience has indicated that 
the conversion cost for these type positions will approximate 150 percent of ow 
original estimate. We are requesting restoration of this item since the legislativ 
provision is mandatory and we would have no alternative but to reduce personn 
engaged in essential activities in connection with the operation of the airport 
order to meet this increased cost. 

The House committee allowed $600,000 for ‘“Maintenance and operations of 
public airports, Territory of Alaska,’”’ a reduction of $150,000 from the estimat 
The budget provided $135,000 for direct financing of utility costs which would i 
turn be sold to the users for $175,000 providing a net return to the Treasury of 
$40,000. In addition, the estimate provided $15,000 for mandatory fringe bene- 
fits which can only be paid by reducing services at the two airports. In view o! 
the fact that we must provide service to the users of these airports and revenues 
will for the first time exceed the appropriation estimate, we are requesting fu 
restoration of this item. 

The estimate for ‘Air navigation development”? was reduced $950,000 fron 
the request of $2 million. The purpose of this appropriation is to provide researc 
and development in the fields of air navigation and traffic control. It takes 
several thousand employees to operate our Federal airways system and I believ 
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e ultimate answer to the ever-increasing traffic problem is the development of 
ew equipments. It is through this appropriation that this development can 
ecome a reality. In addition, the estimate provides for direct financing from 
his appropriation of all administrative costs which in prior vears were financed in 
part by the military. This does not result in an inerease for this activity since 
corresponding reduction is reflected in the military estimates. 


MARITIME ADMINISTRATION 


In the maritime area we have accomplished much and our future plans of 
tion are extensive. They are in line with our study and general reappraisal 

f the subsidy and shipbuilding policies established by the Merchant Marine Act. 
Our studies conelude that our basie maritime policy is sound and that its objectives 
ire fundamental to the national interest. We conelude that continuance of the 
arity concept in granting operating and construction differential subsidy is 
ssential and in conformance with the Cargo Preference Act and the many legisla- 
ve changes which you have endorsed as Well as the legislative recommendations 
ow before vou for consideration. 

For further proof of the necessity for dependence upon an adequate merehant 
feet of our own, we need only to look back to our experience in the past two 

‘ld wars and even more recently in the Korean conflict. These make the need 

adequate shipbuilding and ship repair industries for ocean transportation 
ervstal clear. One of the major items of concern is the necessity of initiating « 
ship construction program adequate to sustain the shipbuilding industry at the 
ecessary level. Sueh level must take into account a nueleus shipyard manpower 
capable of expansion to meet anticipated mobilization requirements, the elimina- 
on of block obsolescence of the reserve fleet, as well as contributing to the 
mprovement of the commercial and national-defense strength of the active fleet. 

With this in mind, the request of $102.8 million for ship construction was 
ireeted toward solving bloek obsolescence problems and to encourage the oper- 
itors to replace their older dry-eargo ships in much the same manner as tanker 
nerators are now encouraged to trade in their tankers for newer, faster, and 
etter ones. The balance of the program requested funds for prototypes of new 
asses of ships designed to replace the ships now in service and to meet needs 

ler mobilization conditions. I]t also ineludes extension of the tanker trade-in- 
and-build program and expansion of our research and development progra 
to increase efficieney and related shoreside facilities as well as to improve the 
lefense capabilities of active and laid-up ships. 

Reduction of $38,100,000 by the House ecomn ittee will serious!y affeet this 
rogram, principally in its relation to mobilization potential and research and 
evelopment. It leaves us without a plan for mass construction of the type of 
vessels needed in time of war, and without prototypes for testing and establishing 
mobilization plans. I cannot stress too strongly the need for restoration of the 
funds requested for this entire program. 

We requested $115 million for operating-differential subsidies. This was the 
minimum estimated need for liquidation of existing contractual obligations. The 
reduction of $25 million by the House committee will serve only to defer payments 
rightfully and legally due the operators. 

We proposed a limitation on the number of contracts which the Maritime Board 
would execute during the coming fiscal year, which would obligate the Govern- 
ment to pay operating-differential subsidies on not more than 2,000 voyages. 
However, the House committee reduced the number of voyages to 1,847 which is 
153 less than actually known to be needed at this time. We felt that 2,000 
vovages was a conservative estimate and as a former Chairman of the Federal 
Maritime Board, I know only too well how serious this matter can be. I urge 
vou to reconsider the request to restore the limitation of 2,000 voyages in order 
that the Board may give fair and equal consideration to applications which it now 
has on hand. 

We requested funds for salaries and expenses to take care of items which have 
been deferred from year to year and unless they are given consideration at this 
time it will be almost impossible to improve the administration of the programs 
of the ageney particularly those dealing with subsidies and elimination of serious 
backlogs. The reduction of $1.1 million by the House Appropriations Committee 
would defer not only these plans but also force continued deferral of needed facility 
repairs as well as liquidation of backlog preservation work on the reserve fleet 
facilities. I can assure you that I have personally visited and inspected each and 
every facility of the Maritime Administration. I have also devoted much time 
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and study to improving the administration of the programs of the agency 


urgently recommend that the $1.1 
restored. 


million reduction by the House committee }) 


There are certain contingency items that just come up from time to time, sue 


as expenses of ship mortgage foreclosure and forfeiture actions, return to t| 


United States of ships from Philippine charter, possibility of return of shi 


lease-lended to Russia, and others. 


Items of this type are of an emergency char. 


acter and would be costly if we had to wait for supplemental appropriation actio, 
We proposed that the vessel operating revolving fund would be a logical source fo; 
financing of these contingent needs. However, the House Appropriations Com. 
mittee made no provisions for the proposed language amendment and it therefor 
becomes a matter of urgency that this language provision be restored by tly 
Senate Appropriations Committee. Otherwise it will be necessary to request 
supplemental appropriations as these contingencies develop. 


BURE 


AU OF PUBLIC ROADS 


The effect of the House committee action in reducing the Federal aid and fores 
highways appropriations will be exhaustion before the end of fiscal vear 1956 
cash required to meet obligations incurred pursuant to contractual authorit: 
granted by the Congress. If the House allowance prevails it will be necessary 1 
seek supplemental funds from the Congress or defer payment to the States of th 
Federal pro rata cost of work completed. It is, therefore, requested that thes 


amounts be restored in full. 


The House committee disallowed funds required to accelerate completion oj 


> 


the Inter-American Highway within 3 years in accordance with the program of 
the President. He has stated his position in communications to the Vice President 
and the Speaker of the House that acceleration of the program is a clearly esta! 
lished objective of United States policy of paramount importance to bring abou 
the greatest mutual advantage from this important international project. |: 
that communication he also outlined some of the considerations which made hin 
feel that construction of the highway should be accelerated. 

I should like to say that the Department of Commerce has worked very close! 
with the Department of State on this matter and we feel that the benefits fro: 
early completion of the highway as recommended by the President will far exceed 
the additional costs involved. We sincerely believe that accelerated constructiot 
of the Inter-American Highway will result in development of stronger and mor 
durable economies in these countries. It should follow that strengthened economies 
would result in higher living standards—a positive safeguard against subversiv 


influences. 


A completed main highway would encourage construction of feeder roads and 


enable the marketing of products. 


This is expected to encourage the development 


of new agricultural areas and lead to further development of national resources 
Improved access to and among these countries should also open up new possibilities 
for the investment of United States capital. Furthermore, increased tourism as 
a result of a completed main highway would not only aid economic development 
through foreign-exchange earnings, but it would also promote internationa 
amity by firsthand observation of local cultures and the exchange of ideas at t! 


citizen level. 


Bills to provide necessary authorization for the entire amount as requested by 
the President have been introduced in both the Senate and the House. All par- 
ticipating countries have indicated their ability to arrange for financing of their 


share of the total costs for comple 


‘ting the highway in 3 years. It is, therefor 


expected at this time that the regular 2-1 ratio of financing will continue throu 


out to completion of the highway. 


It is urged that the full amount of $74,980,000 be approved in order to carr 
out the 3-year construction program as approved by the President. 


WE 


ATHER BUREAU 


Since my appointment as Under Secretary of Commerce for Transportation 
have spent considerable time getting acquainted with the program operations 
and problems of the organizations under my jurisdiction, one of which is th 


Weather Bureau. 


In reviewing the background and associated appropriation history of this 
Bureau, I find several highly significant facts that have had a definite bearing 
on its past and present operating ability to effectively discharge its responsibilit) 


as the national weather service. 


Additional funds have never been specificall 
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provided with which to purchase modern upper-air wind-finding equipment, 
weather-detection radar, or similar observational equipment. Funds have not 
been sufficient to permit an orderly rehabilitation or replacement of wornout, 
outmoded meteorological instruments and equipment on a current basis. A 
large amount of basic meteorological work is being performed by agencies other 
than the Weather Bureau, even though this is the branch of the Government, 
which, by statute, is primarily responsible for national weather service. The 
basic meteorological work should be consolidated under this Bureau. 

It is planned in the budget estimates for fiscal year 1956 to make the initial 
move toward correction of the above-mentioned deficiencies. 

The Weather Bureau’s ‘Salaries and expenses”? budget estimate provides for 
transfer of certain of these basic weather observing and analysis activities from 
the military agencies to the Bureau. This transfer has been coordinated with 
the Department of Defense, and I strongly urge that you approve the appropriation 
requested for this purpose. 

The Secretary discussed briefly the appropriation ‘‘Establishment of meteoro- 
logical facilities’? which is proposed for the Weather Bureau. This fund is being 
requested for the purpose of rehabilitating the Weather Bureau’s observational 
facilities which fall far short of meeting postwar requirements. The Bureau is 
lacking modern equipment, such as radar, with which to observe hurricanes 
tornadoes, and other severe storms. The Chief of the Weather Bureau will discuss 
the need for these improved facilities with you in much greater detail. I can assure 
you that they are very urgently needed and strongly recommend that funds be 
provided for this purpose. 

The action taken by the House committee in support of the requests for fiscal 
year 1956 is appreciated; however, the reduction in the amount of $200,000 from 
the appropriation ‘Salaries and expenses’’ will seriously delay activation of 
inst: allations urgently needed for detecting and forecasting severe storms. Procure- 

of modern and additional observational equipment has been geared to 
cool for operation at the earliest possible dates in the hurricane and tornado 
be Its. This determination, I am certain, will meet with your full approval. In 
order to accomplish this, funds must be made available for part-year operating 
costs of these facilities during the coming fiscal year. Any delays in the already 
established schedules incident to this proposal may easily prove to be to the 
detriment of the public. 

| strongly recommend to this committee that the full amounts of the estimates 
contained in the President’s budget for fiscal year 1956 be approved. 


OPERATING DIFFERENTIAL SUBSIDIES 


Mr. Rotruscuritp. We will take up first operating differential 
subsidies. 

The House appropriations bill appropriated in the matter of 
operating differential subsidies $90 million against our request of 
$115 million. By our best estimates, the $115 million will be required 
to liquidate obligations in the next fiscal year. While $90 million is 
more money than we have ever previously received on an initial 
basis, we have in the past been compelled to come back for supple- 
mental appropriations in order to meet the obligations of Maritime. 

As I indicated, this is the amount of money which will be needed 
to liquidate obligations in 1956, and it seems to me that we would 
be better off if we were to have it in the first instance rather than to 
come back by the supplemental appropriation route. 

Zz I may skip now to the “Salaries and expenses” item, we requested 

15,100,000. The House allowed $14 million or $1, 100,000 less than 
we had requested. 

Senator HoLuanp. Please indicate where in your statement these 
items are as you skip around, because it is difficult to follow. 
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ORDER OF PRESENTATION 






Mr. Nretson. Mr. Chairman, if 
letter which we filed with the 





we May, attached to the appeal 
committee, is a listing showing the 
various appropriations ship construction, operating subsidies, sala- 
ries and expenses, and so on. 

I think Mr. Rothschild could follow right 
will also be in line with the statement. 
Senator Hotuanp. All right; proceed, 









down that listing whieh 











SHIP CONST RUCTION PROGR \M 






Mr. Rorascuitp. With your permission, Mr. 
of the ship construction item. 

Senator HoLuann. Ship construction is the first 
time activities” in the letter. 
wranged either as the 
statement today. 

Mr. Roruscninp. 
sir. 

Senator HoLLanp. Would you indicate to me where the subject 
matter is treated in either the letter or the 
can be in position to follow 
motion. 

Mr. Roruscuiiy. If you will look in the appeal letter 
the middle of the page, “Ship construction,” sir, the House allowed 
538,100,000 less than we had requested. The House allowance ineltdes 
money for the construction differentia] subsidy and defense 
on several ships for which we had contractual arrangements and also 
provides money for the start of a small replacement 
gram Invelvine five cargo vessels. 

It did not, however, make 
for 2 prototype cargo vessels 
which we had requested, and 
we had funds to acquire 
10 new ones. 

As of now, we have contracted for 6 of those 10 new ones and we 
believe that by the end of this month or the first part of next. we 
shall have contracted for the other 4, thereby exhausting that total 
appropriation in the 1955 budget. 

This is a means of getting new ships in 
the reserve fleets at minimum cost to the Government. 

We would urge you to favorably consider the restoration of the 
other half of that request which was made but not allowed by the 
House amounting to $11,500,000. 

There was an item for research and development requested of $5 
million. The House allowed $22 million against that. The House 
then added some language to the bill which Says, in effect, that 
nothing can be started until all of the money has been appropriated. 


Chairman, I will speak 







item under “Mari- 
The items in your oral Statement are not 
items appear in the letter or In your written 









We can do it in any order which you would like. 







formal statement so that | 
you and then we won't have any 







lost 







Oh page 7 












features 








cargo ship pro- 







allowance for a request for $13% million 
and $10 million for a prototype tanker 
you will recall that in the current budget, 
20 older tankers and to build approximately 













the operating fleets and in 

















LIBERTY SHIP CONVERSION 





Well, one of the projects under consideration is the conversion of a 
Liberty ship which will cost $3,400,000. Obviously, if only $2% million 
is appropriated, we could not make a start on that conversion. 
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Senator HoLLaAnp. What is the full amount of the conversion? 

Mr. Roruscui.p. $3,400,000. The additional administrative and 
warehouse expenses required for the eliminated programs amounts to 
$600,000. 

The Maritime people are here, sir, and would be glad to develop 
that to a greater degree if you so desire. 


FURTHER DISCUSSION ON OPERATING-DIFFERENTIAL SUBSIDIES 


I have already spoken about operating-differential subsidies. 
Would you like to have me go over that again? 

Senator HoLLanp. Yes, I wish you would. 

Let me see if I understand. You requested $115 million. The 
House has allowed $90 million. I believe you stated that that is the 
largest amount which you have had in any one bill but that does not 
still free you from the necessity of coming back for a supplemental 
item later in the fiscal year. 

Mr. Roruscuitp. That is correct, sir. 

Senator HoLtLanp. You think that the $115 million will be all that 
is needed, that if given that you will have the capacity to handle the 
whole program throughout the fiscal vear, but not otherwise? 

Mr. Roruscuiip. That is correct, sir. 

Senator HotLtanp. Will that leave you without a backlog of unpaid 
claims? 

Mr. Roruscuitp. No, sir, we shall always have a backlog, because 
of the fact that the claims are always at least 3 months behind the 
payments, because they are rendered on a quarterly basis. 

Senator HoLuanp. I understand that, but I mean beyond that lag 
will you have any backlog at the end of the year if you are given this 
$115 million? 

BACKLOG OF UNPAID SUBSIDIES 


Mr. Roruscuitp. We shall always have a backlog because of a 
lack of total requested appropriations in the current fiscal year and 
due also to the fact that all rates have not as yet been completed 
which will require additional payments as they are established. 

Senator HoLtianp. Did not the supplemental bill make that up? 

Mr. Rornascuitp. It was $10 million short of 1955 expenditure 
requirements, sir. 

Senator Ho.Lianp. To refresh my recollection on it, how much 
did you request, and how much was given in that supplemental bill? 

Mr. Roruscuivp. In the regular appropriation and in supple- 
mentals, we requested a total of $125 million and received $115 
million. 

[ am sorry, sir. It was a total of $115 million and received $90 
million. 

Senator Hotuanp. My recollection is that the supplemental bill 
made a very sizable addition to what you had in the original bill and 
brought you up to well above $100 million. 

What is the fact on that? 

Mr. Roruscuitp. Excuse me, sir. It was a shortage of $10 million, 
Our total request was $125 million. We did get $115 million. 
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EFFECT OF INTEREST PAID BY OPERATORS 


Senator HoLuLanp. Just for the record, and so that the committe, 
may clearly understand it, in the event these items are allowed to be 
unpaid and interest is required to be paid by the firms who have 
these unpaid claims, is it correct that the Government has to finally 
pay that added interest? 

Mr. Roruscuitp. By indirection, yes, sir. 

Senator Hotuanp. Please, for the record, state just what does 
happen, because there was confusion in the committee when we con- 
sidered the supplemental bill as to just what was the method 
operation insofar as how interest on audited and unpaid claims 
was handled. 

SUBSIDY ITEMS AND RECAPTURE 


Mr. Roruscuitp. On a subsidy basis only five items of voyage 
operating expense are subsidized. Those 5 items are wages, sub- 
sistence, insurance, repairs, and stores, but under the law, a subsidized 
operator is pe emitted to make 10 percent of his necessarily employed 

capital and when he reaches the 10 percent mark, then he divides his 
profits above 10 percent with the Government, 50-50, until such tim: 
as the full amount of the subsidy has been recovered. 

Now, if the total of his normal voyage receipts and subsidy were 
to put him in a position whereby his earnings were more than 10 per- 
cent of his capital employed, he would then be in what is known as a 
recapture position, and to the extent that his earnings exceeded 
percent, half of the excess would be recovered by the Government. 

Senator HoLtuanp. On the subsidy? 

Mr. Roruscuiip. Yes, sir. But he would have to be in that posi- 
tion in order for the Government to suffer any loss on interest costs 
and not all lines are in that position, Senator. 

Senator Hotitanp. The loss to the Government in connection with 
interest would come on its loss of the use of the money for the time it 
is outstanding rather than on the accumulation of interest, is that it? 

Mr. Roruscuitp. No, sir. In computing profits, every cost is 
taken into the computation, and a net profit exists only after all kinds 
of costs, shoreside costs and overhead costs and advertising costs and 
everything else are eliminated, and the Government participates only 
in the net profit after all of the costs have been paid. 

But on the subsidy, the Government pays subsidy only on those 
five items of voyage expense which have nothing to do with shoreside 
expense. 

NO INTEREST ON DELAYED PAYMENTS 


Senator Hotitanp. Well, after the items payable by the Govern- 
ment become due, does any interest accumulate against the Govern- 
ment because of delays in payment? 

Mr. Roruscuitp. No, sir. 

Senator Honan. I wish that you would have your staff prepare 
a one paragraph statement as to the handling of these accounts to 
insert in the record at this stage so that the committee may be correctly 
advised as to how the Government suffers penalty by allowing matters 
to remain long outstanding, so that the committee will have that infor- 
mation clearly available. 
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| recall that in the hearings on the supplemental bill, this question 
of loss to the Government was mentioned either by yourself or by one 
{ the other witnesses, and the question came as to how that really 
operated and how it should be applied to the picture. 

The members of the committee differed as to their understanding 
of it. So please insert a good terse statement covering that. 

Mr. Roruscuitp. May we also give an example or two, Mr. 
Chairman? 

Senator HoLtuanp. Do you think that will illuminate your state- 
ment? It seems to me that your statement might be clear enough 
9 that we can understand it, but if you wish to illustrate it, that w ill 
be all right too. 

Mr. Roruscuitp. Thank you, sir. 

(The information referred to follows: ) 

\ithough interest charges are not a subsidizable expense as such, they are 

vertheless reflected in the total expense of the operator for purposes of determin- 

the amount of profits, thereby affecting operating subsidy subject to recapture 

y the Government. 

a general rule. the effect on subsidy payment is as follows: When an operator 

# recapturable position, i. e., has earned profits in excess of 10 percent of 

he capital necessarily employed in the business, the amount of the Government’s 

idv recapture is reduced to the extent of one-half of the company’s interest 

ense. When the operator is not in a recapturable position, the amount of the 
iment’s subsidy payment is not affected. 


VOYAGE LIMITATION 


Senator HoLLANb. Proceed. 

Roruscuitp. The next item is the voyage limitation matter. 
[spoke briefly on that the other day. Since then | believe I would 
xe to say that we would prefer to handle it as indicated in our original 
submission and justification. 

As I touched on briefly the other day, this is a new concept. Never 
previously has consideration been given to the possibility of limiting 
he contractual authority of the Federal Maritime Board. 

Senator HoLuaNp. Let us get this clear for the record. 

Do you want the limitation applic d on the contractual authority or 
n the number of voyages per year? 

\{r. Roruscuiip. On the contractual authority, sir. 

Senator HoLtuanp. I understood you to say the opposite of that. 

\fr. Roruscuriip. I did say the opposite of that the other day. 

Senator Hotuanp. We all change our minds. I am glad that you 
have told us about it so that we will know it when the matter comes up. 

Go right ahead. 

Mr. Roruscutip. We asked for and justified in our judgment the 
request for 2,000 voyages on a contract authority basis. The House 
lowed 1,847; 1,847 would not permit any extension of existing con- 
tracts nor much in the way of the addition of any new contracts and if 
the Federal Maritime Board were to be on that basis, it could not, in 
iny judgment, operate and carry out the functions assigned to it by 
the Congress. 

HISTORY OF LIMITATION 


Senator Hottanp. What about the limit on number of voyages? 
That has been the limit fixed by law up to this time, has it not? 
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Mr. Roruscuiup. It has been fixed as a matter of an appropriations 
measure, Ves, sir. 

Senator HOLLAND. You do not want that to happen in this bill j 
you con avoid it, is that it? 

Mr. Roruscuiip. No, the limitation on the contractual authority 
of the Board would be a closer check on the Board’s authority than ; 
year-to-year limitation on actual sailings as presently exists, M) 
Chairman. 

Senator HOLLAND. From the money standpoint, would it not |) 
much more possible for the Congress to figure the amount of money 
required if the limitation was on annual voyages which might }; 
subsidized rather than on a sizably larger limitation on contracts 
outstanding without any assurance as to how many voyages would b 
completed in any 1 year under that? 

Mr. Roruscuivtp. I do not believe it would, sir. If there is no 
contractual authority limitation on the Board, then it would } 
perfectly possible for the Board, within a single year, to go out and 
make a large number of contracts that are not now in existence | 
such a point as to make it necessary for the Congress to appropria 
vastly larger amounts of money in subsequent years in. order 
liquidate those obligations. 


OUTSTANDING CONTRACTS 


Senator HoLttanp. How many voyages are covered by your presen! 
outstanding contracts? 

Mr. Roruscuitp. We presently have 1,733 voyages contracted fo 
sir. There is a possibility of 1,733 being performed under presen| 
contracts. 

Senator HoLttanp. And under the limitation now applied by las 
that total number contracted for had to be squeezed down to what 
figure to come within the voyage limitations? 

Mr. Roruscuinp. 1,600. 

Senator HoLLtanp. Did you find it reasonably possible to do 
each year? 

Mr. Roruscuitp. We have found it possible to do that, yes, sir 
Senator HoLianp. It is not clear to me and I hope you make 
clear for the record as to why you prefer the considerably high 
contractual authority to the somewhat lower voyage limitation that 
has been your basis of operations up to now and the existing law. 

Mr. Roruscuiip. Well, the Board has pending before it at the 
present time, a number of applications all of which appear at this stag 
of their processing to be in order for contracting within the very neai 
future, and it was the intention of the Congress under the 1936 act to 
have the Board act in a capacity such as they are presently acting 
and to make it possible for those operators, who meet all of th 
requirements of the law and the regulations under the law, to appl) 
for and get subsidy aid; as I say, there are a number of applications 
pending, and if the applications which are currently pending aim 
which appear to be entirely in order are placed under contract by th 
Federal Maritime Board, a total of 2,083 voyages might be entailed 

Senator HOLLAND. But you are asking for the limitation of 2,00 

Mr. Roruscuitp. We are asking for the limitation of 2,000, that 
is right, sir. 
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ANNUAL VOYAGE LIMITATION 


Senator HoLLANb. You are not asking for an accompanying limita- 
tion of number of voyages per year? 

Mr. Roruscuiip. That is correct, sir. 

Senator HoLLANpb. It seems to me from what I understand from 
vour statements which | have heard at this time and at the hearing 
on the second supplemental bill that there would be no assurance that 
the Government would not be called upon to pay on the basis of the 
full 2,000 voyages if your only limitation is in authority to contract 
for not excee ‘ding 2,000 voyages. 

What assurances would we have that the actual number of voyages 
would be less than the 2,000 unless we imposed an annual limitation, 
such as existed before, on the number of voyages? 

Mr. Roruscuiutp. Well, vou have a control in the appropriated 
funds, Mr. Chairman. 

Senator HoLLtanp. I understand, but whether we paid them all 
when they are due or not, if we authorize you to contract up to 2,000 
vovages, then for anv number of voyages up to 2,000 en ‘ted in 
any year under those contracts, we would have bound the Nation 
eventually to pay. 

Mr. Roruscuitp. Based on the past history of the whole maritime 
operation, there has never been a year in which as many voyages 
were performed as might have been performed under the contract. 


REDUCTION IN VOYAGES 


Senator HoLLanp. Might not that have resulted from the fact that 
the number of voyages—which was strictly limited by law from year 
to year under the appropriation bills—was always less than the 
number authorized in your outstanding contracts and that therefore 
the Board was always squeezing down the number of voyages accom- 
plished to make it conform to the number of voyages covered by the 
limitation? 

Mr. Roruscuitp. | would rather think, sir, that the high character 
of the men on the Federal Maritime Board was evidenced by their 
careful handling of governmental funds and their careful appraisal 
of the world shipping situation and their allocation of voyages by 
and between companies to accomplish the mission that the Congress 
wanted accomplished. 

Senator HoLLAND. Suppose you had contractual authority up to 
the full 2,000 voyages and the ship operators wanted to make all those 
voyages and earn all the subsidies that would then be involved. 
How would you limit the number of voyages under the 2,000? 

Mr. Roruscuitp. They would be compelled under the regulations 
to show cause for the necessity for operating more voyages than they 
were currently operating and if world trade were in such beautiful 
shape as to require the full number of voyages, | am sure we could 
come to you and other committees of the Congress and give you a full 
and complete explanation as to the necessity thereof, and that you 
would agree with it. 

Senator HoLuanp. All right, s 

| think I have covered this already, but here is a question prepared 
by the staff which I will ask: 
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FUTURE TREND OF SUBSIDIES 


You have requested authority to increase the total number of 
voyages on which operating differential subsidies are to be paid to 
shipping operators in fiscal 1956. TI understand that new lines will 
be covered, new companies, and that should be a good thing; but so 
long as the pay of our seamen is high and so long 3 as there are other 
nations—which are getting back into the business—which have very 
low costs, does that increase in voyages mean that we must face g 
progressively higher bill for these subsidies? 

Mr. Roruscuinp. On the basis of wages paid, and wages are the 
principal item of subsidy—it is our prediction that we have reached 
a high and that there will be a slightly diminishing rather than a 
increasing element of subsidy on the wage side. 

That does not mean that American wages will be coming down but 
it means that the wages of foreign crews will be advancing at a highe 
rate than American wages will be. 


NEW CONTRACT APPLICANT REQUIREMENTS 


Senator HoLuanp. One of the members of this committee, Senator 
Saltonstall, has requested that certain questions be propounded to 
vou during your appearance. The first query is this: How many 
voyages are needed to take care of existing applications now under 
consideration by the Federal Maritime Board? 

Mr. Roruscuitp. The question is, How many voyages will be 
needed to cover pending applications? 

Senator HoLLaNnp. Existing applications now under consideration 
by the Federal Maritime Board? Yes, that would be pending 
applications. 

Mr. RoruscuHiLp. Sixty-eight vovages for operators who now hold 
contracts and 98 to operators who are not now holding contract, with 
a prospect and a good prospect of 184 additional voyages requested by 
2 other operators with whom we are having conversations but who 
have not vet filed formal applications, but are in the process of doing 
so. That would be a total of 350 voyages. 

Senator Hotianp. To add to what backlog of contractual voyages 
you have? 

Mr. Roruscuitp. To add to the 1,733; that takes us to 2,083. 

Senator HoLLtanp. The second question is, How many voyages are 
required to meet all existing contracts? I think you have already 
given that. 

Mr. RoruscuHiup. Yes, sir. 

Senator HotLtanp. What is that? 

Mr. Roruscuitp. That would be 1,733. 

Senator HoLLanp. How many voyages are needed for actual, not 
merely contemplated, applications by new contractors? 

Mr. Roruscuixp. I think I just gave that, sir, 98. 

Senator Houianp. I believe so. 


EFFECT OF 112-VOYAGE RESTRICTION 


Is it true on the basis of the facts indicated by the replies to th 
above questions that the 112 voyages set aside for new operators, that 





er of 


rid to 
‘S will 
2UEt so 
Other 
> Very 
fac ea 


Ks) the 
ached 


nator 


Many 
inder 


ation 
ding 


hold 
with 
(| by 

. 
Wiio 
loing 


VaLes 


S are 


eacly 


the 
that 


COMMERCE AND RELATED AGENCIES, 1956 145 


;, those with no contracts prior to July 1, 1955, are an adequate 


number for those who have actually filed applications? 


Mr. Roruscuiip. That is an adequate number for those who have 


actually filed, but would not cover the ones that we expect to file during 
this vear. 


COMMUNICATION 


nator HoLLanp. I am going to place in the record the entire 
ommunication from Senator Saltonstall i in order that the record may 


show his convictions and opinions in this field. 


(The document referred to follows:) 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Vay 26, 19: 


9, 
SPESSARD L. HOLLAND, 
Chairman, Subcommittee on Commerce, 
Senate Committee on Appropriations, 


Washington, D. C. 
Mr. CuarkMAN: Inasmuch as it will not be possible for ine to be present 
meeting of the Appropriations Subcommittee for the Department of 
merce and related agencies scheduled for Thursday, May 26, at 2 p. m., 
vould like very much to have the following questions asked of the principal 
tness for the Federal Maritime Administration and this letter placed in the 

‘ord together with his replies. 

With respect to the question of limitation of number of voyages, it is m) 

derstanding that present contractors have contract maximums to the number 

1,735 voyages. At the same time new applications for 68 voyages have been 

ade and are in various stages of completion. If to this number there is added 
set-aside of 112 vovages which I understand is contemplated for operators 
have not had contracts prior to July 1, 1955, it is my clear impression that 

barest possible minimum of required voyages would be 1,913. 
in the basis of this understanding, answers to the following questions seem, 
efore, to be in order so that the record might be completely clear and entirely 

Isfactory: 

How many voyages are needed to take care of existing applications now 
ler consideration by the Federal Maritime Board? 

2. How many voyages are required to meet all existing contracts? 

How many voyages are needed for actual, not merely contemplated, appli- 
itions by new contractors? 

!. Is it true on the basis of the facts indicated by the replies to the above 
tions that the 112 voyages set aside for new operators, that is, those with 
‘ontracts prior to July 1, 1955, are an adequate number for those who have 

tually filed applications? 

Mr. Chairman, I am much concerned, as I know all my colleagues are, that 
relation to this specific problem as well as the many similar contractual 
ms which face our Federal Government, we see to it that we keep our word, 

meet squarely all actual and existing obligations. The rights and 
es of the Federal Government and of the Congress with respect to official 
and the contracting thereof are, of course, clear. Where contract 

y has been given, however, I believe it most important that our word 
and that whenever and wherever the Federal Government has com- 
itvelf officially and finally to any contractual obligation, it keep its word 

1 keep it in full. 
ie importance of these obligations cannot be overemphasized from an 
mie standpoint and from the standpoint of the security of the Nation. 

ope very much that the committee will approve in full the number of voyages 


equired by our ship operators for the purposes under discussion in today’s 


| thank the chairman and the members of the committee most sincerely for 


courtesy in receiving and considering these comments of mine. 
Sincerely vours, 
LEVERETT SALTONSTALL, 
United States Senator. 
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VESSEL OPERATIONS REVOLVING FUND 


Senator HoLLaNnb. Senator Smith, did you have any questions? 
Senator Smitu. | have no questions at this time, thank vou, 
Senator HoLtiaNnp. All right, sir. 

Mr. Roruscnuixip. I will go on with your permission to the ve: 
operations revolving fund. 

Senator HoLLtanp. That is the bottom of page 8 in the letter. 

Mr. Roruscuixp. Yes, sir. 

We have asked for the privilege of using the vessel operations 
revolving fund for certain operating contingencies. We are face 
from time to time with matters which cannot be predicted, and \; 
have no funds with which to handle some of those matters. VW, 
have had recently the experience of having to take over some ships 
which were under seizure or default and, as might have been expecte 
the insurance expired on those ships the day we took them over, 

The Government could not run the risk of taking those ships with- 
out any insurance on them. We had no money with which to do i 
On an emergency basis, we got the Comptroller General to give us 
some special permission in that case, and he permitted us to use thy 
vessel operations revolving fund. 

We are now asking only that we have the authority to use tha 
without the necessity of going through the Comptroller General for 
emergency approval as we have had to do and I urge that you reeou- 
sider that; and any disbursements from that fund are, as you know 
subject to audit by the Comptroller General and are very carefully 
scrutinized, 

REQUEST FOR LANGUAGE 


Senator HoLLANpb. Is this a request for language in the bill? 

Mr. Roruscuiyp. Yes, sir. 

Senator Hottanp. And the House has denied that request? 

Mr. Roruscuitp. Yes, sir. 

Senator HoLtuanp. In the House report, I find no specific reference 
to that request. 

Mr. Niruson. Mr. Chairman, that language, and what we ar 
requesting in the amendments that we have filed with the committe 
is to restore this language which was requested in the President's 
budget. 

Senator HotLtanp. That language has not appeared heretofore 
in the bill, is that it? 

Mr. Nieuson. It has not appeared in the bill. 

Mr. Roruscuitp. In the current fiscal year, Mr. Chairman, wi 
had a $2% million fund for this very purpose. 

We may not need all of that fund and rather than make an appro- 
priation of a substantial amount of money like that, we urge that thi 
language change allowing us to use this vessel operations revolving 
fund be given. 

Senator HOLLAND. Since there is no mention in the House report 
of this subject, was there any communication received by Maritim 
from the House committee indicating what their thinking was on this 
subject, and why they denied the request? 

Mr. Roruscuitp. The answer to your question is “No,” not that 
| know of, sir, but a number of the individual members of the com- 
mittee have been urging us for years to ask for this language change 
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REFERENCES IN HOUSE 


Senator HoLLAND. You mean members of the House committee? 
\ir. Rorascuitp. Members of the House committee, ves, sir. 
Senator HoLLanpb. They did not seem to be in the majority. 

Mr. Roruscuitp. They probably weren’t there that day. Mr. 
shelley, of the House Appropriations Committee, did make a recom- 
ndation in the hearing to that effect. 

Senator HoLLaANp. A minority recommendation. I do not find it 
n the record. Where is that recommendation? You mean during 
the course of the hearings he made a comment to that effect? 

\Ir. Roruscuitp. Yes, sir. 

senator Hotianp. All right, sir. You may proceed. 

\Ir. Roruscuitp. We are asking also for the restoration of 
s1,100,000 under salaries and expenses. There are several items in 
here Which need attention. One is that we have a substantial backlog 
{ preservation work on our reserve fleet vessels. Part of that backlog 
ame about by reason of the fact that we were obliged to let some of 
he preservation work go as we took vessels out of the fleet reserve 
and restored them to the fleet after the Korean emergency. We are 
ow quite a way behind and need to catch up on that very badly. 

The restoration for administrative expenses is particularly needed 
cause we are improving the administration of our operating and 
onstruction subsidy contracts and with the rather sizable building 
rogram which will be underway under the 1955 and 1956 budgets 
nvolving a great many millions of dollars it would be extremely 
shortsighted if we did not have enough personnel to see that this 
~ ey Was properly spent. 


Ve shall not have that personnel unless we get a restoration of that 


EFFECT OF SUPPLEMENTAL APPROPRIATIONS 


nator HoLtLANb. IT ask at this time whether the appropriation 
saa in the second supplemental bill to cover your extra personnel 
nd other expenses of taking care of the reserve fleet at Wilmington 
as found to be adequate for that ee 

Mr. Roruscuitp. We have 8 fleets, sir, 3 on the Atlantic, 3 on the 
Pacific, and 2 on the gulf coast and we are behind time on all of them. 

Senator HoLLanp. I unde —e but vou had a special request in 
le supplemental bill, as I reeall it, for Wilmington, an appropriation 
vhich was necessitated by the eeu ‘ane, 

Mr. Roruscuiip. Yes, sir. 

Senator HotLaANnp. And at the time you estimated the amount of 
crease in personnel expense and other expenses for mooring and 
he like, which would be required, and the committee, as I recall, 
granted vour requests in full for that matter. 

Now, have you had the opportunity to discover whether or not 
that situation is adequately cared for? 

Mr. Roruscuiip. The bids will closely approximate the amount of 
money made available to us, Mr. Chairman. 

Senator HoLLaNnpD. In other words, that incident is behind us. 

Mr. Roruscuip. Yes, sir. 

Senator HoLitanp. All right. Proceed. 
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Mr. Roruscuiip. I am finished with the Maritime, but the Depy 
Maritime Administrator and several of the staff are here. If you hay 
questions, they are prepared to answer them. 

Senator HoLianp. Senator Smith, would you have questions 
members of the staff of the Maritime Administration? 

Senator Sire. No, 1 have no questions, Mr. Chairman. 


STATE SCHOOLS 


Senator Hottanp. We have not reached the head of the ma: 
schools operated by the States. 

Do you prefer to continue with the Maritime activities unt 
complete them before we go into the maritime school, is that it? 

Mr. Roruscnitp. Not necessarily. 

Senator HoLLanp. It occurred to me that perhaps Senator Ss 
might be particularly interested in that field, and it might enab! 
to ask some questions in that field if we went into that at this ti 
and then returned to the other Maritime activities. 

Senator SmiruH. Thank you very much, Mr. Chairman. I am si 
Mr. Rothschild knows something of my interest in the State schools 

Mr. Rornscuixtp. [ think I am aware of it, Senator. 

Senator HoLuanp. I had even heard something of it also. 

Mr. Rothschild, with reference to the State schools, what stateny 
do you have? 

Mr. Roruscuitp. In our budget submission we did not ask f 
funds for the State schools. 

Senator HoLLtanp. What was the House action? 

Mr. RorHscHi.p. The House restored $660,000 for that purpos 
The De ‘partment’s position is that the Federal responsibility towar 
the education of officers for the American merchant marine can bes 
be discharged under the operation of a Federal Academy, and 
fore we did not make any request for funds for the State schools 

Senator Ho_ttanp. The four States involved are which? 

Mr. Roruscnitp. Maine, Massachusetts, New York, and Califo 


ADEQUACY OF FUNDS 


Senator HoLuaNnb. Is the $660,000 sufficient to cover 
amount of the Federal appropriation made to those four 
last year, the current year? 

Mr. Rorascuiy. The 1955 appropriation was exactly the 
amount. 

Senator HoLLanpb. Senator Smith, do you have questions? 

Senator Smirx#. You speak of the Department recommending th: 
the amount be deleted. By whose recommendation? Was that vi 
recommendation? 

Mr. Roruscuitp. J] am sure I had something to do with it. 

Senator Smira. Then you think that the State schools ar 
worth continuing? 

Mr. Roruscuiip. No, not at all. We simply think that if the 
States wish to educate their citizens in this field as they do in many 
other fields, that it is a State responsibility to pay for it. 

Senator SmirxH. Is it not in the national interest to have those Stat 
schools continue? 
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ir. Roruscui.Lp. Surely, in time of war it is. Whether it is today 
or not, We are not quite certain. 

Senator Smita. Do you remember some time ago I asked you to 
vive consideration to a program for the State schools over a period of 
at least 3 or 4 years so that the boys would not be cut off without any 
warning? 

Mr. Roruscuitp. That is right. 

Senator SmitH. Did you give any consideration to that? 

Mr. Roruscuiip. There are funds available now to carry any opera- 
tion in the State schools, any Federal responsibility for that operation 
through June 30 of this year. 


EFFECT ON BOYS AT SCHOOLS 


Senator SmirH. But that is hardly fair to the boys who went in this 
rear With the understanding that they would continue for the full 
course, is it? 

Mr. Roruscuitp. Well, I am thinking that if this Federal aid is 
withdrawn the State schools will not close, Se nator. 

Senator SmirH. What gives you that idea’ 

Mr. Roruscuinp. We get that idea from Seesaitiniine 

Senator Smiru. Certainly not with the Maine people. 

Mr. Roruscuinp. I am afraid we have talked to them, too. 

Senator SmirH. Not with that result, [ am sure. 

You did not give seriously any thought to giving those boys fair 
time to prepare to get through their school. You think that it is 
all right just to ‘cut it off this year without even providing for those 
boys who went in for the first time with the understanding that they 
were to have throughout the support that you were offering. 

Mr. Roruscuitp. I think it would be a very grave mistake to put 
those in jeopardy of losing an opportunity to complete their education, 
mut I do not believe that the withdrawal of a few thousand dollars of 
Federal funds would do that. 

Senator SmirH. Of course, you have a right to your own opinion, 
| am sure. 

Thank you, Mr. Chairman. I hope that the Senate will continue 
the money as the House has. I think Mr. Rothschild did not give 
sufficient study to the effect that it has on those boys who have started 
in good faith and are going to be cut off. 


DATA ON STATE SCHOOLS 


Senator HoLLaNnp. I think it would be helpful to the full committee 
iia short statement could be incorporated at this point showing the 
number of students in each class now at each of the schools and the 
amount of Federal assistance given to each school in this current fiscal 
vear and the full budget of each school in this year. In that way the 
committee will have before it the full showing of the impact that 
would be made upon the schools by the withdrawal of Federal assist- 
ance. It also would have before it knowledge as to the number of 
young men that are involved and as to the importance of the mainte- 
nance of those schools compared with the Kings Point operation. 
We will have the whole picture. 

The chairman of the subcommittee is new to this particular point. 
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If you will give us that information, we “ apprecis e it. 
Mr. Roruscuiip. We will be very happy to furnish it, sir. 
The information referred to follows:) 


The latest financial information available on the four State marine schools 
for fiscal vear 1954 and has been used in answering Senator Holland’s recy, 
for information. 

Since the several State academies do not file operating reports until after Ju 
30 of each vear, complete reports are not as vet available for fiscal vear 1955 
For comparative purposes, however, it is estimated that the present fiscal vear 
will closely approximate fiscal year 1954. 

ee is not readilv available for inclusion in the record on the brea 
down of ch school by elass, which information is furnished for the Mereha; 
Marine ieislouns at Kings Point. 

The following statements represent the operating costs of the State mar 
schools—California, Maine, Massachusetts, New York—for the fiscal vear 
June 30, 1954, with data concerning the average number of cadets that wer 
training at these institutions during that fiscal vear. 


Srate MARINE SCHOOLS 


Statement of ope rata? q costs in connection } ) Federal grants for out-of-State 
fiscal fea July 1, 19538—J une 30, 1954 


STATE OF CALIFORNIA 


\ctual gross operating costs or expenditures: 
Salaries (staff 
rravel and transportation 
Communications 
Utilities 
Printing 
Repairs and maintenance, shore facilities 
Repairs, training vessel 
Professional and other services (medical care 
Laundry 
Provisions, food 
Fuel 
Uniforms and textbooks 
Motor vehicle operation 
Cruise expenses, other than repairs 
Supplies, general 
Equipment 
Miscellaneous expense: 
General administration expense 
(‘ash discounts 
Instructional experse 


Total, gross operating costs or expenditures 

Less capital expenditures and nonallowable costs 

| quipment 

Total 

Less income to State not appropriated: 

Student fees and tuition 

Miscellaneous _- 

Other: Services to emplovees 


Total 


Total 
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Statement of operating costs in connection with Federal erant for out-of-State cade 
fiscal year July 1, 1953-June 30, 1954—Continued 


STATE OF CALIFORNIA—continued 


Less Federal contributions: 
Annual grant a x 5 7 5 $25, 000. 
Out-of-State grant_ , 604. 
Uniform textbook allowances : 24, OS4. 
Subsistence allowances : , 411. 
Repairs to training vessels ’ : 44, 550. 


Total ead P 2, 650. 
Cost to State ‘ : : sie 024 


Cadets receiving Federal allowances : : ae 12 
\}] other cadets ‘ p 4 


Total cadets ee ante 164 


ree: California Maritime Academy 
STATE OF MAINE 


\ctual gross operating costs or expenditures: 
Salaries, staff ' 2 708. 
Pay, cadets 0. 
Travel and transportation ; 3, 132. 
Communications 2, 287. 
Rent se reheat ; 332 
Utilities. _.__- ), O88. 
Printing , 100 
Repairs and maintenance, shore facilities . , O31 
Repairs, training vessel 38, 500 
Improvements and additions , 000 
Insurance 8, 553. 
Professional and other services 330 
Laundry , 953. 
Provisions, food 170 
Fuel , 314. 
Uniforms 240 
Textbooks , 296. 
Motor vehicle operation 2,214 
Cruise expenses, other than repairs 133. 
Supplies, general Q 879. 
Equipment 260 
Taxes 0 
Amortization of plant and equipment 0. 
Miscellaneous expense : 2, O78. 


047. 34 Total gross operating costs or expenditures 22, 066. 


Less capital expenditures and nonallowable costs: 
, 002. 1 Improvements and additions , 000. 
181. Of Equipment 260. 
189, 00 


Amortization of plant and equipment , 260. 
Total 


Less income to State not appropriated: 
Student fees and tuition 
Income from endowments 
Contributions 
Other 


Total _ 208, 884. 
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Statement of operating costs in connection with Federal grants for out-of-Stat: 
fiscal year July 1, 1953-—June 30, 1954—Continued 


STATE OF MAINE—Ccontinued 


Less Federal contributions: 
Annual grant casita : . i ; $25, 000. 00 
Out-of-State grant_ Sd = : 5 5 460. 7] 
Pay of cadets ; 4 ; ‘ 0. 00 
Uniform textbook allowances. _ __ 5 Sin sarees i in ie 0. 00 
Subsistence allowances t oe ‘ , 30, 961. 00 
Repairs to training vessels. __- aa ‘ ; 38, 500. 00 


Total__ ; ‘ — a 115, 921. 7] 


Cost to State Be a : kai 95, OOO. 00 
Cadets receiving Federal allowances 
All other cadets 


Total cadets. __- 
Source: Maine Maritime Academy, 
STATE OF MASSACHUSETTS 


Prior year (fiscal) actual gross operating costs or expenditures 
Salaries, staff 
Pay, c adets 
Travel and transportation 
Communications 
Rent 
Utilities 
Printing : 
Repairs and maintenance, shore facilities _ - 
Repairs, training vessel 
Improvements and additions 
Insurance 
Professional and other services 
Laundry oat 
Prov isions, food 
Fuel 
Uniforms Whe 
Textbooks____-- 
Motor vehicle operation 
Cruise expenses, other than repairs 
Supplies, gener: es aia oa 
Equipment. ____--- acute eaeuews 
Taxes 
Amortization of plant and equipment 
Miscellaneous expense___________--- 


Total gross operating costs or expenditures 


Less capital expenditures and nonallowable costs: 
Improvements and additions__-__ ~~~ --- 
Equipment _ _ 
Amortization of plant and equipment 
Less income to State not appropri: ated: 
Student fees and tuition___- :. pares 26, 700 
Income from endowments 
Contributions ae ee 
Other Lae etna eee 


Total. 


Total... 
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itement of operating costs in connection with Federal grants for out-of-State cadets 
fiscal year July 1, 1953—June 30, 1954—Continued 


STATE OF MASSACHUSETTS—continued 


ess Federal contributions: 

», OOO. 0 Annual grant _-_ -_- ; ; my : $25. 600. 
|, 460. 7) Out-of-State grant... .....-...-. but ne 6, 604. 
0. 00 Pay of cadets ee f oe s 

0. 00 Uniform textbook allowances fh ; 28, 026. 
961. () Subsistence allowances “ae = : 35, 442. 
500. 00 Repairs to training vessels ; : ae 37. 450. 


, 921. 7] Total_- : arm : , 132, 523. 


», OOO. 00 Total_- sale ee s ae 248, 528. 65 


150) \ivided by average number of cadets: 
Receiving Federal allowances _ - 
{ll other cadets 


‘Potal cadets 


assachusetts Maritime Academy. 


STATE OF NEW YORK 


al gross operating costs or expenditures: 
Salaries as sear er cnes 20 Sa 592, 551. 00 
Pay, cadets (subsistence) 65, 000. 00 
Travel and transportation 3, 400. 00 
Communications 6, 050. 00 
Utilities _ ___- ; out edrat ic dae peak aa or aa = 17, OOO. 00 
Printing -- : er ~— j ‘ . 00 
Repairs and maintenance, shore facilities . 00 
Repairs, training vessel __- antec : ; . 00 
Professional and other services . 00 
Laundry and household_ . 8, 200. 00 
Provisions, food 2 aerate ae ae 147, 300. 00 
Fuel____- ee ee 37, 000. 00 
Uniforms and textbooks_ __-— oe 52, 000. 00 
Motor vehicle operation 1, 400. 00 
Cruise expense___.._...-- — : 59, 400. 00 
igquipment ; or 32, 000. 00 
Total_ _— recta were ‘i , , 115, 651. 0O 
ess Capital expenditures: Equipment 32, 000. 00 


ROR i ea , 083, 651. 00 


ess income to State not appropriated: 
Student [ees. « . ocasccccues 3 oS = 245, 477. 00 
Other a : 6, 667. 00 


J) | mar ‘ sca eae ws acm ae 252, 144. 00 


Total = ; ' , 831, 507. 00 

” Less Federal contributions: 
700. 00 Annual grant- spurs : $25, 000. 00 
Out-of-State-grant_______- De ae _ 22, 500. 00 
Pay, cadets (subsistence) <ppenlasioxs 65, 000. 00 
DOL. 97 Uniforms and textbooks______________- : 52, 000. 00 
Repairs to training vessel____ _- zap , : 44, 450. 00 


701. 97 
‘Total eee ak ; ; : 208, 950. 00 


52. 12 





154 COMMERCE AND RELATED AGENCIES, 1956 


Statement of operating costs in connection with Federal grants for out-of-State 
fiscal year July 1, 19538-—June 30, 1954—Continued 


STATE OF NEW YORK—Ccontinued 


Cost to State 


Cadets receiving Federal allowances ___- 
Other cadets 


Total _ - 


Source: New York State Maritime College 


The following statement outlines the operating costs of the United 
Merchant Marine Academy, Wings Point, for fiscal year 1954, together wit 
statement of the average number of cadets at the Academy during that fisea 


TABLE 6. U.S. Merchant Marine Academy statement of operating costs 
year 1954 


Gross operating costs or expenditures: 
Administrative pay and allowances 
Travel and transportation 

Cadets 

Administrative personnel 
Transportation: 

Supplies, equipment, ete 

Household effects 
Communications serv ices: 

Telephone 

Other 
Rents and utility services 
Printing and reproduction 
Contractual services: 

Maintenance of facilities 

Major repairs to facilities 

Laundry 

Service contracts, educational testing service 

Other 

Superintendent’s fund 
Supplies and materials: 

Publications and transcripts 

Office supplies 

Fuel 

Provisions 

Uniforms and textbooks 

Maintenance and repair materials 

Medical supplies 
Equipment: 

Instructional 

Maintnance and repair 
Taxes and assessments 


Gross total 


Less reimbursement from State Department for Filipino cadet- 

midshipmen: ! 
Pro rata cost of operation 
Travel 
Transportation of things 
Communications 
Jentals and utilitie 
Contractual services 
Supplies and materials 
Equipment 
Taxes and assessments 


Subtotal 


1 Filipino cadet-midshipman training program completed as of June 30, 1954, and will not be rej 
due to expiration of Philippine Rehabilitation Act. 
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rapLE 6.—U. S. Merchant Marine Academy statement of operating costs, fiscal 
year 1954—Continued 
ss reimbursement from other services: 


{tomiec Energy Commission $630 
> 557. 00 Cleveland Cliffs Corp. 832 


Subtotal 
less sale of provisions: Deposited miscellaneous receipts, United 
states Treasury 


Total deductions 
Total net operating cost 


erage number of students, U. &. Merchant Marine Academy: 
Ist class (senior) 
2d class (junior) 
ith class (freshman) 


Total 
3d class (sophomore) aboard merchant vessels 


Total 
RECOMMENDATIONS OF BOARD OF VISITORS 


Senator HoLtanp. One member of the committee has sent this 
comment for the record, and the request for additional information: 
On page 800 of your justifications, I note an increase of $167,700 for 
cadet midshipman training at Kings Point. Please highlight the 
recommendations of the Congressional Board of Visitors as to their 
findings in this matter. 


Mr. Roruscuttp. May I have Mr. Nichols, maritime budget 
officer, answer that for you, sir? 

Senator HoLtuanp. You understand the comment? He indicates 
that the budget shows an increase proposed for this next year of 
$167,700 for the Kings Point operation, and he requests that in that 
matter you highlight the recommendations of the Congressional 
Board of Visitors who apparently have given attention to this matter. 


REPORT OF BOARD OF VISITORS 


Mr. Nicuous. I do not have copies of the report here, but as I 
recall it, there are three major points which were brought out by the 
Congressional Board. 

One was that the enrollment of cadets be stepped up to the point 
that they would be graduating 100 deck and 100 engine officers a year. 

Another recommendation was that action be taken to step up 
work on some of the maintenance projects, to start to complete some 
of the maintenance projects, which have been deferred for the past 
several years which are reaching a point that they need attention or 
they were going to entail greater expense at a later date, such as paint- 
ing, facilities maintenance, and things of that type, which have been 
actually deferred for some time. 

Senator HoLLanpb. Was that need reflected in this proposed increase 
of $167,000, which is contained in the budget? 

\Ir. NicHous. Yes, sir; it is. 

Senator HoLttanp. How much of that proposed increase would be 
devoted to maintenance and repairs? 
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Mr. Nicuous. Approximately an increase of about $132,700 06) 
the $167,700. The balance of the increase includes the additiong| 
cost of subsistence, and uniform and textbook allowance for the 
additional number of cadets to be brought in to come to this 200 pe, 
year graduate approach that they desire to have us make. 


NUMBER OF STUDENTS PLANNED 


Senator HoLuaNnp. In order to have a class of that size graduating 
100 deck officers and 100 engineroom officers, how large a studen 
body is indicated? 

Mr. Nicnois. You would have to have a student body in excess 
of 900 because of the attrition factor of dropoffs during the 4 years 
to assure 200 graduating after a 4-year course. 

Senator HoLLanp. What is the school population now? 

Mr. Nicuous. We have one class that is at sea. 

Senator HoLLanp. What is the total student population whethe 
they are at sea or in the school? 

Mr. Nicuots. The estimate for 1956 contemplated an average o 
914 cadets of which at sea there would be an average of 264. Thy 
balance would be in training at the Academy. 

Senator HotLtanp. How does that compare with the number i 
each category for this current year? 

Mr. Nicnots. For 1955, it is approximately 845, an average of 84) 
for this year, fiscal year 1955, with an average of 195 in their year ai 
sea. 

Senator Hotutanp. Than the budget increase proposes an increas 
of approximately how many students? 

Mr. Nicuots. On the basis of an average, 69. 

Senator HoLtLtanp. Well, I think that those figures in connection 
with the ones which we have already asked you to furnish us ma 
give us a pretty clear picture of the comparative operations. 

Senator Smith, are there any other figures or facts which you would 
like to have in the record? 

Senator Smitu. No. I think I will get a letter to the Administra- 
tion and get the answers for the record. 

Senator HoLLaNnpb. Are you through with the Maritime Administra- 
tion? 

Mr. Roruscuivp. Yes, sir. 


AMENDMENTS AND JUSTIFICATION 


Senator HotLtanp. At this point I would place in the record th 
amendments requested and the summary justification data for th 
Maritime activities. 

(The information referred to follows: ) 
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MarITiME ADMINISTRATION 
SHIP CONSTRUCTION 
(House hearings, p. 409 to p. 432) 
Page 9, line 14, of H. R. 6367 as reported. 


1955 appropriation._.........-.---- tet ; 5 $82, 600, 000 
1956 budget estimate ___ ____- te ; ; Baga 102, 800, 000 
1956 House allowance_ : 64, 700, 000 
Increase (+) or decrease (- -) 1956 estimate over 195 5 appropria- 

tion sis Sis anaes ‘ean + 20, 200, 000 
Increase (+) or dec rease (— ‘3 ‘House allowance from 195 36 estimate. —38, 100, 000 
Restoration requested_ sake re 38, 100, 000 


AMENDMENTS REQUESTED 


On page 9, line 14, insert after colon ‘“‘For construction as authorized by sections 
701 and 702 of the Merchant Marine Act, 1936, as amended (46 U.S. C. 1191, 
1192), of 1 prototype tanker and 2 prototype cargo ships;’’. 

On page 10, line 5, strike out $64,700,000” and insert ‘$102,800,000” 


HOUSE REPORT 


Ship construction.—The bill includes a total of $64,700,000 for the ship con- 

truction program of the Maritime Administration during the fiscal year 1956. 
This is a reduction of $17,900,000 below funds appropriated for the fiscal year 
1955, and is $38,100,000 below the budget estimate for 1956. The amount 
recommended covers the following major programs under this heading: 


Title V construction aes: 750, 000 
Tan 4 r trade-in-and-build program , 500, 000 


t, 
Acquisition of cargo ships-__-_- ; : eke 4 200, 000 

9 

l, 


2a 
a 


Research and development program ___- , 500, 000 
\dministrative and warehouse expenses 750, 000 


Total se ee aes aa ; sé 64, 700, 000 


The amount approved for title V construction includes $14 million for the 
nstruetion of 2 combination cargo-passenger ships for use in round-the-world 
wrvice by the American President Lines; $19,250,000 to replace 5 cargo ships; 
11,300,000 to convert 2 mariners for use in passenger-carzo service between 
Pacific coast ports and Australia by the Oceanic Steamship Co.; and $200,000 for 
reconditioning 2 vessels for the American President Lines, the President Cleveland 
ud the President Wilson. In the event this latter amount is insufficient, any 
lditional amount necessary is to be absorbed within the total amount appro- 
ated herein. 
The tanker trade-in-and-build program authorized will permit the trade-in of 
used tankers and the construction of 5 new ships. 

Funds are also provided to acquire the five vessels proposed for replacement 
ler the replacement cargo ship program covered under the title V program 
discussed above. 

© funds have been included in the amount proposed to construct 3 prototype 

ssels, including 2 austerity cargo ships and | high-speed tanker, under title VII. 


JUSTIFICATION 


Restoration is requested in the amount of $38,100,000 to provide for ship 
ustruetion activities having a direct bearing on the mobilization potential of 
(American merchant marine as well as urgently required research projects 
lesigned to develop more efficient ships thereby decreasing not only the construction 
ost but also the operating cost of these ships. 
The House report deletes all requested funds for construction of prototype 
ps designed for defense mobilization purposes, one-half of the funds requested 
ler the tanker trade-in-and-build program; one-half of the funds re ~ — for 
search and development; and, administrative expenses incident there The 
inplishment of these projects is considered of prime importance in the iiterent 
fiational defense and long-range economy. 





15S COMMERCE AND RELATED AGENCIES, 1956 


In the budget estimate, $23,500,000 was included for construction under ti 
VII of the Merchant Marine Act, 1936, as amended, of | high-speed tanker 4) 
2 cargo ships as an integral part of the overall mobilization plan. The desigy a) 
construction of the cargo ships is geared to wartime mass construction 4) 
transportation. 

When the United States entered World War II a ship-construction program wa 
already well underway on a mass-production basis. This fact alone account, 
for the availability of about 52 million deadweight tons of new shipping wher 
was desperately needed in the war effort. 

Today, however, we are completely lacking in both ship construction and th, 
availability of design and plans of modern-type ships. If an emergeney start 
in the near future we would be almost forced to build the same type of ship, 
constructed during World War II. Historically, the shipbuilding industry ha 
always been one of peaks and valleys, and even in spite of the extensive ship. 
building program commenced in 1937 the shipbuilding during World War J] 
required almost double the manpower expenditure that would have been neece, 
sary under peacetime conditions. In other words, advanced planning is the 0) 
possibility of approaching an acceptable ship-construction program for eith 
peace or war. Before the keel of a ship can be laid at least 6 to 9 months ar 
required for the development of working plans. If these plans are not availa} 
and if sufficient experience has not been obtained with new type ships the result. 
are obvious; namely, a second-grade fleet and an excessive expenditure of mone 
We are proposing new designs which will meet the current speed requirements 
wartime transportation and will permit mass construction by limiting man-hours 
critical materials, equipment, etc., to a minimum consistent with the safety of th 
vessel and its ability to carry general cargo in wartime. Programs of this typ 
are long overdue and it is imperative that we begin now to develop plans and ga 
actual construction and operating experience in order to be ready in the event 
another emergency. The Department of Defense has given general approval of 
both these dry-cargo ships. Furthermore, the development of these standard. 
type ships will insure the military of basic designs upon which they can base their 
mobilization requirements. 

The proposed tanker is a high-speed national defense T5—S—2a tanker endors 
by the Department of the Navy as being extremely useful to the United State: 
in time of national emergency. This tanker differs from the trade-in-and-bu 
vessels in that it can be used interchangeably as a Navy fleet oiler or in cor 
mercial operation, whereas the trade-in-and-build vessels are suitable for po 
to point transportation of petroleum products in wartime services as well as { 
commercial services. 

The tanker trade-in-and-build program initiated in fiscal year 1955 with ce 
gressional approval was designed to serve two purposes, namely, to provid 
national defense reserve of tankers and to promote construction of new tankers | 
private operators. The relatively high average age of the active tanker flee! 
which is comprised largely of World War II, T2 tankers, together with a complet 
lack of a reserve of tankers against mobilization requirements are of considera! 
concern to the Department of Defense. The National Security Council has er- 
dorsed this program and has strongly emphasized that the initial goal should | 
the construction of 20 new tankers by private operators and the acquisition of 4 
used tankers by the Government. It was decided to fund the initial progra 
over a 2-vear period and in accordance therewith an appropriation was made in 195i 
for approximately one-half of the program. It is contemplated, based on con: 
pleted contracts and those presently under negotiation, that the first year 
operation under this program will result in the acquisition of 21 used tankers for 
the reserve fleet and contracts for construction of 9 new tankers by private ope! 
tors. The budget estimate of $23 million for 1956 provided for completion of 1 
program which was initially approved in 1955. Based on the success achiey 
to date there is every reason to assume that this program can be accomplished 
1956. This program will result in construction of a number of new modern fas 
tankers for use in the active fleet now and which will be available in time of \ 
at no cost to the Government other than the cost of national-defense features 
corporat d in the tankers and the cost of acquiring tankers badly needed for t! 
mobilization reserve. The House report deletes one-half of the funds request 
for 1956 which can only result in further delay in meeting the all-important go 
of having a tanker fleet of active and reserve tankers of adequate characteris! 
and numbers to meet early mobilization needs in the event of war. 

A reduction of $2,500,000 was made in the House report against a budget es! 
mate of $5 million for research and development. Although the language of 1 
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pill, as proposed by the House committee, includes provision for conversion of 
one Liberty ship as well as authority for research, development, and design expenses 
incident to new and advanced ship design, machinery, aud equipment, the funds 
allowed are inadequate to do both. In fact, the recommended allowance by the 
ae is insufficient for the type of conversion planned for the Liberty ship. 
Kach phase of this activity, that is, Liberty conversion versus research and de- 
velopment, warrants special appeal for inclusion in the 1956 program. The 
budget estimate included $3,400,000 as the estimated cost of developing plans 
and converting one Liberty ship; $800,000 for cargo-handling development and 
research, a major portion of which provided for development of improved cargo- 
handling equipment for installation on converted Liberties; and, $800,000 for 
other essential research development projects. 

Practically no funds have been appropriated during the postwar period for 
research purposes. This is incompatible with the statutory responsibility placed 
on the Maritime Administration. The development projects proposed in this 
budget represent the bare minimum requireme nt as a start in developing a 
program of research designed to place the American merchant marine in a highly 
favorable competitive position among other countries who are already extensively 
engaged in ship research. 

The Liberty conversion program has three basic concepts. First, that of determining 
the possibility of upgrading or speeding up the 1,500 Liberties in the reserve fleet. 
The second was to embark on an engine-improvement program involving new 
types of propulsion which would result in lower costs, both for construction and 
operation. The third was the improvement of eargo handling. The most 
ee int thing in a dry-cargo ship is its eargo-handling facilities. It is proposed 
to develop, install, and test the most modern developments in cargo-handling 
gear as a means of improving the cargo-handling potential of the Liberty ship. 
C hargo-handling costs have assumed an unreasonable proportion of total ship- 
operating costs. Sinee the Maritime Administration is charged with the duty 
of maintaining an efficient merchant marine, it is important that it mai make 
every effort to tackle this critical problem. A program of research is designed to 
make a broad study of the whole system of ocean transportation as it exists today. 
This study will form the basis for appraising the effect of proposed changes in 
the system and will be focused on the long-range view of the problem. Ineluded 
in the $800,000 for other essential research and development projects is $250,000 
for advance ship design and hydrodynamies research; $100,000 for ship-structure 
research ; — $4E 30, 000 for deve lopme nt of a gas turbine powered tug. 

Under advanced ship design, it is proposed to establish by Cesign and research 
processes “the actual contemporary limits of ship-cdesign possibilities. The need 
for hydrodynamics research is based on the faet that major problems concerning 
the design of hull form and the interaction of ships and waves in open seas have 
not as yet been reduced to routine engineering treatment and therefore develop- 
ment and improvement along these lines must be hased on research. The cur- 
rent trend toward higher speeds in almost every class of merchant ship makes 
hydrodynamics research even more imperative. 

Considering that the type of work done by the Ship Structure Committee is 
largely merchant-ship research, this Administration has probably the largest inter- 
est in the successful prosecution of its projects. Recent appropriation limitations 
have resulted in proportionat ely smail or, as in the current year, no contribution 
by Maritime. Continued lack of financial participation on the part of Maritime 
will eventually result in a change of emphasis in the work of this committee from 
commercial to naval type of ship construction. 

The funds requested for the development of a gas turbine powered tug contem- 
plates development and outfitting of one free piston generator-gas turbine-powered 
tug with controllable pitch propeller. It is considered that this type of powerplant 
will prove to be of economical and efficient operation and will result in the acquisi- 
tion of detailed plans and specifications for mobilization purposes. 

Expenditure of funds for the purpose of app lied research as demonstrated in 
the case of the present Liberty ships’ engine-improvement program is the best and 
most economical fashion for the Government to insure modern, efficient-type ships 
which have a minimum of construction and operating costs. This is definitely a 
responsibility and concern of the Government because any savings incurred by 
improved types of ships should result in savings to the Government in subsidy. 
Too much emphasis cannot be placed upon this particular phase of the construe- 
om program. 

testoration is requested of the $600,000 deleted by the House for administrative 
expenses in connection with the above-mentioned ship-construction activities. 


63332—55 11 
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This amount is the estimated administrative requirement projected over the perio4 
necessary for completion of the projects involved. Of this amount, $375,000 wil] 
be required in 1956. The budget estimate makes no provision in the ‘Salaries 
and expenses’? appropriation for administrative expenses to be incurred for the 
new ship-construction program. 

In conclusion it should be noted that with the impending obsolescence of the 
American merchant marine that it becomes essential that the utmost effort to 
develop the most modern-type ships be exerted during the next few vears. Other- 
wise, the new replacement ships will not incorporate those improved features of 
design and construction which are technically feasible but which must be developed 
by an exerted effort on the part of the Government. 


Summary of requirements 


Appropriation, 1955 és ‘ es iia _ $82, 600, 000 
Deduct nonrecurring programs - oe: ; —82, 600, 000 


Base for 1956. - 
Net difference, 1956 over 1955: 


Requirements 
; Difference, 
By activity increase (+), 
1955 1956 decrease (—) 
adjusted estimate 


Construction-differential subsidies as $44, 750,000  +-$44, 750, 000 
Construction of prototype ships 23, 500, 000 +23, 500, 000 
Acquisition of tankers 23, 000, 000 +-23, 000, 000 
Acquisition of cargo ships_-- , 200, 000 -4, 200, 000 
Research and development 5, 000, 000 +5, 000, 000 
Administrative and warehouse expense 2, 350, 000 2, 350, 000 


Gross requirements_-_..........--- : 800, 000 800, 000+-$102, 800 


Total estimate of appropriation, 1956 7 102, 800, 000 


SHIP CONSTRUCTION 
General statement 

The estimate provides for (1) construction under title V of the Merchant 
Marine Act, 1936, as amended, of 2 combination passenger-cargo ships as replace- 
ments in the subsidized services; (2) development of a replacement cargo ship 
program as the first approach to combating the block obsolescence problem; 
(3) conversion of 4 vessels; (4) construction under title VII of the act of 2 cargo 
ships and 1 tanker; (5) acquisition of 20 used tankers as a continuation of the tanker 
trade-in-and-build program initiated in 1955; and (6) a program of research and 
development. 

The new construction programs, proposed herein, are designed to aid in main- 
taining an adequate shipbuilding industry as a base for expansion in time of 
mobilization; enhance the commercial and national defense strength of the active 
fleet; and, provide a reserve of usable tankers for immediate activation under 
emergency conditions. 

The request for funds for construction of the 2 combination passenger-cargo 
ships is limited to construction-differential subsidy estimated at 45 percent, to- 
gether with nominal national defense features for each. The ships are for the 
American President Lines as part of the company’s replacement program. 

The replacement cargo ship program contemplates construction of 5 ships under 
title V with private financing accompanied by an estimated 45 percent construc- 
tion-differential. It is proposed that a positive program will be initiated to induce 
operators to expedite replacement programs and ultimately eliminate block obso- 
lescence. The estimate provides for purchase by the Government of the ships to 
be replaced. 

Conversion of two Mariners is contemplated by Oceanic Steamship Co. for use 
in the subsidized passenger-cargo service to Australia. The conversions will be 
privately financed together with construction-differential subsidy payments on the 
part of the Government on an estimated 45 precent basis. In addition, American 
President Lines, has applied for construction-differential subsidy to aid in recon- 
ditioning the President Cleveland and President Wilson. Funds are ineluded here- 
in for that purpose. 

Construction of selected vessels proposed as part of a mobilization program is 
considered of prime importance for national defense purposes. The estimates 
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period 

0 will ,ovide for construction under title VII of 1 high-speed tanker and 2 cargo ships of 

Alaries » austerity design. 

or the P fade r the tanker trade-in-and-build program for 1956, it is contemplated that 
10 new tankers will be constructed for private account with private financing. 

of the Participation by the Government is limited to trade-in allowances on 20 used 

ort to tanke rs which will be placed in reserve fleets, and allowance for national defense 

ther. atures on the new tankers 

res of ~The Maritime Administr: ition, under existing statutory authority, has the direct 


‘loped respons sibility for the investigation of new vessel design, construction and equip- 
gent. Under present world conditions, it becomes imperative to give serious 
onsideration to improving the commercial and defense capabilities of active and 
yid-up ships. Current ship construction and operating costs require increased 
ficiency of ships and related shoreside facilities. This can best be accomplished 
y engaging in experimental research and development projects. A program is 
proposed for 1956 which contemplates extension of the Liberty ship conversion 
yd cargo handling development programs initiated in 1955 together with addi- 
onal projects relating to design, construction and equipment. 

The appropriation requirements for the proposed programs outlined above and 
yresented in more detail in the following justification may be summarized as fol- 


ve? 


Title V construction............- einaroeis _. $44, 750, 000 
Title VII construction : nae : 23, 500, 000 
Tanker trade-in-and-build progr: um ere 23, 000, 000 
Acquisition of eargo ships- - - ' 5 , 200, 000 
Research and development program : 5, 000, 000 
Administrative and warehouse expenses Pres eee : 2, 350, 000 


0. OK OCR. x cg tite 102, 800, 000 
JUSTIFICATION 
Title V construction, $44,750,000 


Construction-differential subsidy and cost of national defense features 


hant 

lace- |, American President Lines (2 ships) ne $14, 000, 000 
ship ). Replacement cargo ship program (5 ships) - - 9, 250, 000 

lem: Conversion of Mariners for Oceanic Ste: imship Co. (2 ships) ___- , 300, 000 

argo { Reconditioning of vessels for American President Lines (2 ships) - 200, 000 

nker 1. American President Lines, $14 million.—The estimate includes funds for con- 
and struction subsidy and payment of cost of national defense features to aid in the 
. nstruction of two combination cargo-passenger ships for use in the round-the- 

sag” world service. This service is historically a combination service providing fort- 

1e of nightly sailings designed to meet the needs of United States citizens for passenger 

tive sace and to transport cargo on express schedules. Trade-route studies indicate 

der acontinued need in this service for fortnightly sailings to be made alternately by 
ombination ships integrated with fast cargo ships. 

a ka Under terms of its operating-differential subsidy contract, American President 
to- Lines has replacement obligations subject to determination by the Board as to 
the essel requirements in the round-the-world service. Construction of three vessels 

as begun in 1948, but before completion they were taken by the Navy Thetwo 
ider vessels, for which funds are requested in fiscal vear 1956, are the first vessels to 


hovel built under the company’s planned program for replacement. 

luce The estimate assumes that construction will be financed uncer section 504 of the 
_ and this request is limited to the amount of construction subsidy computed 
t45 pereent of the estimated construction cost plus a national defense aliowance 
f $475,000 for each ship. It is estimated that each ship will cost $14,500,000 


s to 


use sulting in a subsidy of $6,525,000 per ship. Total cost to ne Government for 

be tach ship, including national defense features, it estimated to be $7 million. 

The prineipal characteristics of the ships planned are as follows: 

on- Length overall oe baat ‘ feet 560 

are- Full load displacement (approximate) 21, 000 
Gross tonnage ( , 000 

n is Shaft horsepower, normal , 500 


ites Passengers ; 150 
\pproximate operating speed . 20 
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2. Replacement cargo ship program, $19,250,000.—The Department of Coy. 
merce Maritime Subsidy Policy Report indicates the need for instituting a shi 
replacement program of sufficient size that over the intervening years it will tena 
to eliminate block obsolescence, and at the same time strengthen the commercia] 
and national defense capabilities of the active fleet and improve the quality of the 
reserve fleet. This budget proposes the start of a positive program in 
direction, 

In advocating this program, full consideration has been given to the promotiona| 
requirements essential to the suecess of the plan. Obviously there wil] pep 
natural reluctance on the part of operators to accelerate replacements beyond 
immediate needs. However, it is believed that a positive approach to the prob. 
lem by the Administration ean and will convince the operators of the inherey; 
benefits accruing to their industry, the national economy and prospective mobili. 
zation requirements. Some of the elements justifying a program of this type are: 

(a) Specific replacement requirements conditional in each operating subsid 
contract; 

b) The rapidly approaching period of block obsolescence as evidenced }y 
studies and statistics; 

(c) Current requirement for faster and more modern vessels to compete favor. 
ably with foreign operators; 

(/) The need for an orderly replacement program to permit Government par. 
ticipation without resulting in a ‘‘erash”’ impact on the economy of the Natio: 
and 

(e) National defense requirements for mobilization, 

The present active fleet is composed of Liberty and Victory ships, C-1's 
C—2’s, and C-3’s. While it is not known which type of ship will finally be : 
placed, there is every indication that the replacement fleet will be compos 
chiefly of C-type vessels. For purposes of this estimate, funds are requested for 
construction subsidy and cost of national defense features on five vessels to !y 
built under section 504 of the act. Appropriations in advance of formal cor 
mitments, as requested herein, will aid in the suecess of the program by indicati) 
congressiona! intent in support of the program and assuring availability of fu 
for the Government’s share 

In estimating the fund requirements.for five vessels, an average equivalent t 
the cost of a C—2 has been used. National defense features, estimated at $200,000 
per ship, are assumed for such possible items as ice-strengthening, heavy-lift 
cargo gear, and, a slight increase in speed. Assuming a 45-percent construction- 
differential subsidy, the cost to the Government, including national defens 
features will be $19,250,000 for constructing five vessels. 

As the type and age of vessels which it is assumed will be replaced under this 
program are the better type of active vessels, funds are requested to permit their 
acquisition by the Government in order to improve the quality of the reser 
fleet. Also, by having funds available to acquire these vessels, the Administra- 
tion will be in a better position to offer inducement to advance replacement of 
active vessels. Further discussion of the fund requirements for the purchase of 
these replacement vessels appears on page 812. 

3. Conversion of Mariners for Oceanic Steamship Co., $11,300,000.—The esti- 
mate provides for conversion of two completed Mariners for use in subsidized 
passenger-cargo service between United States Pacific Coast ports and Australia 
In order to fulfill the vessel requirements for this service and to comply with its 
obligations under existing operating subsidy contract, Oceanic has submitted a 
application for aid in the reconstruction of these ships for operation on trade 
route 27. 

It is anticipated that the construction will be privately financed and _ this 
request is limited to the amount of construction subsidy computed at the rate of 
45 percent, plus a national defense allowance of $250,000 per ship. The national 
defense features may involve additional evaporator and gencrator capacity 
The estimated conversion cost of each ship is $12 million, whieh includes costs 
furnished by the applicant, plus a 10-percent allowance for changes and escalation 
This estimate is not inconsistent with experience on average cost per passenger 
accommodation. When converted, these ships will be able to accommodate 36 
passengers. 

The total cost to the Government for each ship, including national defense 
features is estimated to be $5,650,000, making a total of $11,300,000 for the 2 
ships. 
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When converted, these ships will have the following characteristics: 


Length between perpendiculars feet 528 
Depth to promenade deck e do 62 
Draft, full load __- do 2814 
Full load displacement : : tons 20, 000 
(jross tonnage__-_-_- do 14, 0O0O 
Bale cubie _ cubic feet 244, 740 
refrigerated cargo__- do 17, 680 
Shaft horsepower, normal 17, 500 
Sustained sea speed knots 20 
Passengers __ 360 


t+. Reconditioning Vessels for American President Lines, $200,000.—Ameriean 
President Lines, Ltd., has made formal application under section 501 (c) of the 
Merchant Marine Act, 1936, as amended, for construction-differential subsidy 
to aid in reconditioning the vessels steamships President Cleveland and President 
Wilson. 

The vessels have been under charter to the applicant, prior to recent purchase, 
and have been operated in the essential transpacific service designated as trade 
route 29, service E. 

Construction-differential subsidy is requested for the purpose of converting 
public room space to stateroom space. The conversions will permit the applicant 
10 offer a more efficient service and be placed in a more favorable position with 
respect to growing foreign-flag competition. Since the proposed betterments 
will improve earning capacity of the vessels, it is assumed that they will result 

| increasing revenue potential in relationship to fixed expenses. 

This estimate is based on a construction differential of 45 percent of the esti- 
mated domestic cost of conversion. 


Title VII construction, $23,500,000 
Construction for Government account 


2 austerity cargo ships__-~- - iid case tas er i $13, 500, 000 
| high-speed tanker ‘ 10, COO, OOO 


1. Austerity cargo shins, $13,500,000.—The experience of the last world war 
indicates that the number of merchant vessels required in time of war is con- 
siderably in excess of the number that can find useful employment in the United 
‘tates merchant marine in time of peace. It is considered advantageous to divorce 
the potential wartime cargo vessels from the peacetime commercially competitive 
ships. This will eliminate the necessity of compromising military suitability with 
commercial usefulness in the same ship design, which inevitably leads to ships 
which are neither satisfactory for wartime use nor competitive in commercial 
service, 

Accordingly, the design and construction of a new austerity-type ship is being 
proposed for mobilization purposes. It is planned to construct 2 vessels with a 
single hull design that will permit installation of 2 powerplants, 1 developing 
7,000 shaft horsepower resulting in 16-knot speed, and the second developing 
10,000 shaft horsepower resulting in 18-knot speed. The higher-powered ships 
will be used wherever high speeds are necessary for national emergency operation, 
The lower powered ship will permit the installation, during mobilization, of power- 
plants which have greater availability. 

The design and construction of these two ships is contemplated on an austerity 
basis. They are intended to be suitable for wartime mass construction and for 
mass transportation in the event of a national emergency. In the design of these 
vessels, every effort will be made to limit man-hours, critical materials, equip- 
ment, manning seale, habitability, services, etc., to the minimum consistent with 
the safety of the vessel and its ability to carry general cargo in wartime. The 
development of the design will also be predicated upon extensive prefabrication, 
ninimum use of large castings and forgings, maximum use of strip plates, limited 
selection of wartime steel rolls for plates and shapes, ete., in order to enhance the 
suitability of the ship for wartime mass construction. 

The 16-knot ship will be a minimum standard eargo ship, the estimated cost of 
Which is $6,400,000. The other ship with the same hull characteristics will be 
developed as an AIX (armed cargo vessel) at an estimated cost of $7,100,000. 
Development of plans and construction and operation experience will be obtained 
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from the construction of these ships, all of which will be invaluable for mobiliza. 
tion construction. The principal characteristics of these ships are: 


Length between perpendiculsrs 
Beam _ oe : 
Depth bieiea aie 

Draft, full load_- 

Deadweight 

2. High-sveed tanker, $10 million.—Funds are requested for construction of one 
high speed national defense T5—-S—2a tanker. This design is part of the mobilizg. 
tion program and as such it is considered of primary importance that complete 
working drawings, construction, procurement and operating experience be 0). 
tained prior to an emergency. The design incorporates the most desirable com. 
mercial characteristics compatible with a 20-knot speed and other features re. 
quired for national defense. It will provide a tanker somewhat smaller but 
considerably faster than the average type of tanker now under construction for 
private commercial accounts. 

This design was developed in cooperation with the tanker committee of the 
American Merchant Marine Institute and has been endorsed by the industry as 
well as by the Department of the Navy as being “extremely useful to the United 
States in time of national emergency.” It also fulfills the purpose of the 1936 act 
in that it provides dual-purpose vessels, offering an optimum compromise betwee, 
the ideal design of a military auxiliary ship and an optimum commercial vessel, 

It. is estimated that it will cost $10 million to construct this tanker. The pri 
pal characteristics of the ship planned are as follows: 


Length between perpendiculars__- -- - saw ics mics, GO ROSS: 

Beam. ....... se : _... 80 feet. 

Depth ie Sy ertats : 44 feet 6 inches. 
Draft, maximum _- dle ie: 34 feet 9 inches. 
Deadweight _ = : 22.600 tons. 
Cargo oil_- : . 180,000 barrels. 
Shaft horsepower, continuous. - -_.- 5 ..« 20,000. 
Sustained sea speed__- 20 knots. 


Type of machinery - - eaiela ‘x 4 Steam turbine. 


(c) Tanker trade-in-and-build program, $23 million 

The purpose of this program is to induce the construction of modern tanker 
by and for private industry and, at the same time, acquire good used tankers for 
the reserve fleet. The National Security Council has endorsed this program and 
the determination that the immediate goal should be the construction of 20 new 
tankers by private account and the acquisition of 40 used tankers by the 
Government. 

The program contemplates granting a trade-in allowance on tankers not les 
than 10 years old with the proviso that the allowance will be applied to the con- 
struction cost of new tankers on a 2-for-1 basis. New construction is to consist 
of fast tankers suitable for commercial needs and must meet military require 
ments. The T-2 type of tanker which rendered effective service during thi 
Second World War, while rapidly approaching obsolescence from the standpoint 
of commercial value, will form a useful reserve for employment in the less critical 
areas in wartime. 

The Supplemental Appropriation Act, 1955, provided for initiating the tanker 
trade-in-and-build program in 1955 and included funds for acquisition of approx 
mately 20 used tankers. Estimates contained herein provide for purchase of the 
remaining 20 in fiscal year 1956. 

The estimated cost to the Government for the 1956 portion of this program 
includes the purchase price of the old tankers, cost of national defense features 
on the new tankers and cost of initial layup for the old tankers. 

It is anticipated that most of the new tankers will be constructed without 
allowances for national-defense features. However, the program does provide 
for granting such allowances as a means of insuring construction of vessels wit! 
speed suitable to meet military requirements. Accordingly, it is estimated that 
at least three of the new tankers will require defense features. Estimated costs 
were computed as follows: 
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Purchase price of old tankers based on de preciated book value 
at an average of $1,000,000 per ship, 20 ships __._.. $20, 000, 000 

National defense features at approximately 5500, 000 per ship, 
3 ships 1, 500, 000 

_ Initial permanent layup costs at $75,000 per ship (of which 

$20,000 per ship will be transferred to the salaries and expenses 
appropriation for reserve fleet expenses), 20 ships_._.._._-._-. 1, 500, 000 


Total ; 23, 000, 000 


(d) Acauisition of cargo ships, $4,200,000 


In connection with the replacement cargo ship program, it is proposed that 
funds be made available to acquire the vessels being replaced by new construc- 
tion. As the vessels being replaced under this program are the better type of 
active vessels, their acquisition will improve the quality of the reserve fleets 
and at the same time serve as a further inducement to accomplishment of the 
replacement program. 

In order to facilitate the program and aid in its success, further amendment is 
contemplated to authority already provided under section 510 of the Merchant 
Marine Act, 1936, as amended, for the purpose of granting a trade-in allowance 
on vessels below the present age limitation, and to revise the method of deter- 
mining the amount of trade-in allowance. 

An average depreciated book value of $840,000, for the purpose of this estimate 
has been used for a total of 5 vessels to be acquired. 


Research and development program, $5,000,000 


Liberty ship conversion program $3, 200, 000 
. Design agents’ costs__ _- 200, 000 
3. Cargo handling development and 1 research_ 800, 000 
Advance ship design and hydrodynamic research 250, 000 
' . Ship structure research - paitcee 100, 000 
. Development of gas turbine powered ne ale 450, 000 


The Maritime subsidy policy report recommended that “the Government should 
expand research and development programs looking to (1) increasing the efficiency 
of ships and related shoresides facilities; and (2) improving defense capabilities 
of active and laid-up ships. Such programs should be coordinated with other 
governmental agencies having similar or related interests as well as with any 
activities being carried on by private parties.’”’ Section 211 (i) of the Merchant 
Marine Act, 1936, charges the Maritime Administration with responsibility for 
the investigation of new designs, new methods of construction and new types of 
equipment for vessels. 

It is reeommended that a research and development program be provided in 
fiscal year 1956. With the increase in ship construction and operating costs, it 
becomes imperative that a program be undertaken to develop more efficient 
means of operating ships in order to decrease the differential between foreign and 
domestic operating costs. 

The Liberty ship conversion program initiated in fiscal year 1955 is an out- 
standing example of the proper application of Government funds since private 
industry is unable to undertake extensive research and development. The wide 
industry reception to the Maritime Administration inquiry for gas turbine pro- 
pulsion proposals has already resulted in a plan to repower a second Liberty ship 
with free piston generator-gas turbine propulsion unit. Similarly, the reception 
to the cargo handling improvement program has brought to our attention many 
concepts that are novel in the United States maritime industry. 

ne ‘luded in the following program are research items formerly budgeted under 

Salaries and expenses’? under the caption of “Ship structure research testing 
and models.”’ This is being done for the purpose of combining research and 
development projects relating to ship construction under appropriations for ship 
ee 

Liberty ship development program, $3,200,000.— There is proposed an exten- 
sion of the type of program included in the experimental conversion of four 
Liberty ships in the fiscal year 1955 supplementary budget. This program con- 
templates further developmental work on the basis of findings of our current 
program and research into other possible means of improving capabilities and 
defense potentialities of both our reserve and active fleets. Specifically, it is 
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proposed to convert one Liberty ship with gas turbine propulsion plant of modi- 
fied design which will effect recent developments and assist in maintaining con- 
tinued progress in this work. This will also provide an opportunity for obtaining 
further operating experience. This conversion contemplates a minimum speed of 
15 knots and will include, in general, hull changes similar to those in the 1955 
programs such as, lengthened bow, minor modifications to the accommodations, 
and other minor hull modifications necessary to permit increased speed at an 
estimated cost of $3,200,000. In addition, certain modifications will be made to 
the cargo-handling gear, the cost of which is not included in the basie ship esti- 
mates. This subject will be covered as a separate item. 

2. Design agents’ costs, $200,000.—In connection with the aforementioned 
Liberty ship conversion, $200,000 is requested to cover the design agents’ services 
of private naval architects and marine engineers for the development of contract 
plans and specifications. It is considered desirable to place this work with private 
organizations in order to obtain the latest industry experience and engineering 
concepts. 

3. Cargo-handling development and research, $800,000.—The prohibitive cost of 
loading and discharging cargo from ships represents the most critical problen 
facing our merchant marine today. As an approach to this problem, it is pro- 
posed to engage in a program of development and research aimed at improving 
both equipment and techniques of cargo handling. Development of additional 
types of cranes and hatch covers, together with improved methods of underdeck 
handling of cargo is considered essential. The Liberty ship conversions will be 
fitted with this gear, thereby permitting operational experience. For the past 
2 vears, the Maritime Administration, in conjunction with the Department 
of Defense, has furnished financial and technical support to the Maritime Cargo 
Transportation Conference (National Research Council). The Conference has 
nearly completed a project consisting of the study and analysis of one shipload 
of cargo from domestic origin to final overseas destination. Expansion of the 
project is contemplated for 1956. Of the $800,000 proposed for cargo handling 
development and research in 1956, it is planned to allocate $75,000 to the Mari- 
time Cargo Transportation Conference. 

4. Advance ship design and hydrodynamics research, $250,000.—Ship design, du 
to its inherent complexity, develops through a process of slow evolution. Thy 
number of characteristics involved in a change in design concept or practice, the 
complex interrelation of these characteristics and the fact that the ultimate 
evaluation of a change in design concept can be obtained only after the con- 
struction of the ship, and the consequent expenditure of a considerable amount of 
money, renders the process of ship design development extremely cautious and 
slow. On the other hand, advances in the fields of engineering, hydrodynamics 
metallurgy, ete., present the naval architect and marine engineer with an ever- 
tempting field for improvements which go unexplored for the reason that. ships 
are not usually designed for experimental purposes. It is intended to hav 
private research groups conduct investigations covering the possibilities of 
improving the various ships’ piping and electrical systems and components. 

By advance ship design it is proposed to assume ships’ characteristics such as 
speed, seakindliness, ete., which are beyond what is considered the practical limit, 
and explore, by design and research processes, the actual limits which can be at 
tained today. Research of this kind is an overall type of research involving al! 
the component concepts of ship design and would serve the useful purpose of estab- 
lishing actual contemporary limits of ship-design possibilities. The project is 
intended as a design project, implemented by research which can be carried out at 
the Taylor Model Basin and similar establishments. 

The need for hydrodynamics research is based on the fact that major problems 
of naval architecture concerning the design of hull form and the interaction of 
ships and waves in open seas, have not as yet been reduced to routine engineering 
treatment and therefore development and improvement along these lines must bh 
based upon research. The current trend toward higher sea speeds in almost 
every class of merchant ships makes hydrodynamics research even more 
imperative. 

The need for research is indicated by the fact that all major maritime countries 
dedicate to this activity a considerable amount of effort as exemplified by the 
following organizations: Hydrodynamics Committee of the Society of Naval 
Architects and Marine Engineers; American Towing Tank Conference; Inter- 
national Towing Tank Conference; British Shipbuilding Research Associations, 
etc. The Maritime Administration participated on a limited and personal basis 
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in the work of the Society of Naval Architects and the American Towing Tank 
Conference. 

The Maritime Administration, and its predecessor, the Maritime Commission, 
have since 1937 had budgetary appropriations for hydrodynamics work at model 
basins. This work has permitted the accumulation of background information, 
and the development of special projects, which are considered vital to maintain 
the technical proficiency without which the Office of Ship Construction and Repair 
would not be in a position to take proper action in processing designs submitted 
for the consideration of the Maritime Administration. 

5. Ship structure research, $100,000.—This research is carried out by the Ship 
Structure Committee, an interdepartmental committee convened by the Secretary 
of the Treasury, in which the following agencies are represented: Department of 
the Navy, Bureau of Ships; Department of the Navy, Military Sea Transportation 
Service; Treasury Department, United States Coast Guard; Department of Com- 
merce, Maritime Administration; and American Bureau of Shipping. The re- 
search carried on by this Committee is directed toward reduction of the incidence 
of serious structural failures still being experienced by ships in heavy seas and in 
subzero temperatures. The number of catastrophic failures which occurred in 
Liberty ships and other standard mass produced World War II built merchant 
vessels is such as to pose a special problem for the Maritime Administration. The 
program of the Committee is directly coping with this problem by financing and 
directing research projects whose goal is discovery of the causes of failures and the 
remedial measures which must be taken. 

Considering that the type of work done by the Committee is largely merchant- 
ship research, this Administration has probably the largest interest in the success- 
ful prosecution of these projects. However, recent appropriation limitations have 
resulted in proportionately small or, as in the current year, no contribution by 
Maritime. Continued lack of financial participation on the part of the Maritime 
Administration will eventually result in a change of emphasis in the work of this 
Committee from commercial to naval type of ship construction. $100,000 is 
requested for this purpose in 1956. 

6. Development of gas turbine powered tug, $450,000.—This contemplates the 
development and outfitting of one free piston generator-gas turbine powered tug 
with controllable pitch propeller, all of which equipment is controllable directly 
from the wheelhouse. It is considered that this tvpe of powerplant would prove 
to be of economical and efficient operation. Furthermore, it will result in having 
available detailed plans and specifications for mobilization purposes. 

f) Administrative and warehouse expenses, $2,350,000 

The annual appropriation request for fiscal year 1956 makes no provision in the 
salaries and expenses appropriation for administrative and warehouse expenses 
which will be incurred in connection with the ship construction program described 
in the foregoing. 

These expenses are estimated at $2,350,000 through the completion of the 
program. Of this amount, $875,000 will be required in fiscal vear 1956. This will 
cover additional personnel requirements in the Washington and field offices and 
other object costs such as travel, communications services, ete. The additional 
administrative personnel are required to develop bidding plans and specifications, 
review design agents’ plans and other working plans and specifications and design 
changes, develop estimated costs for all programs, inspect construction work as it 
progresses, inventory and survey vessels, audit allowable construction costs and 
process progress payment vouchers, etc. The warehouse expenses are related 
primarily to the Liberty conversion program and the increased warehouse activity 
incident thereto. 

Funds will be transferred to the salaries and expenses appropriation by fiscal 
year as required and approved by the Secretary of Commerce and the Bureau of 
the Budget. 


SHIP CONSTRUCTION, LIQUIDATION OF CONTRACT AUTHORIZATION 


As a result of a review of the postwar ship construction programs approved 
prior to 1955, $49,630,974 of the total contract authorization was administratively 
canceled during fiscal year 1954. As of June 30, 1954, there were unfinanced 
obligations in the amount of $559,830. Outstanding obligations, ineluding 
reservations, were adjusted downward on the basis of the advanced status of the 
programs. In processing final contract adjustments, further downward revision 
of obligations may be made. Accordingly, no estimate is being submitted at 
this time for additional cash to liquidate contract authorizations. 
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Summary fiscal status report (covers both the ship construction and liquidation 


counts for programs prior to 1955) 


Obligational authority: 
Total cumulative obligational authority 


Total cash appropriated through June 30, 1953- a 


Unfinanced balance beginning of year 
Appropriation to liquidate 

Total : wie , ‘ 
Unrequired balance (administratively canceled) 


Balance unfinanced end of year. 
Cash balance: 


Unexpended balance, beginning of year-_- 
Appropriation to liquidate 


Total : 
Expenditures _ 


Unexpended balance end of year 


Unliquidated obligations: 
Unliquidated obligations beginning of year 
Adjustment to obligations. 


Total_ ‘ 
Expenditures _- 


Unliquidated obligations end of year 


1954 


$562, 624, 75 


_|—453, 433, 950 


50, 190, 804 


— 49, 630, 974 


559, 830 


54, 381, 887 
59, 000, 000 


113, 381, 887 
—68, 219, 052 


45, 162, 835 


133, 271, 401 
—19, 329, 684 
113, 941, 717 


— 68, 219, 052 


45, 722, 665 


‘ 109, 190, 804 
.-| —59, 000, 000 | 
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1955 


$559, 830 


559, 830 


45, 162, 835 


45, 162, 835 | 


—40, 162, 835 


IC- 


| 
| 


559, 830 | 


5, 000, O0¥ 


5, 000, Onn 
—5, OOO. Ow 


5, 000, 000 


45, 722, 665 


—40, 162, 835 | 


5, 559, 830 


| 5, 559, 83 
— 5, 000, 000 


| 559, 83 


OPERATING-DIFFERENTIAL SURSIDIES 
(House hearings, pp. 433 to 483) 
Page 11, line 1 of H. R. 6367 as reported. 
1955 appropriation 
1956 budget estimate 
1956 House allowance 
Increase (+) or decrease (—) 
priation ere ae a ; ea ice 
Increase (+-) or decrease (—) House allowance from 1956 estimate. —25, 000, 000 
Restoration requested renee ; ape 2 


$115, 000, 000 
000, 000 
, OOO, 000 


1956 estimate over 1955 appro- 


AMENDMENTS REQUESTED 


On page 11, line 6, strike out “$90,000,000” and insert ‘‘$115,000,000”’. 

On page 11, line 24, strike out “eighteen hundred and forty-seven” and insert 
“two thousand’’. 

On page 12, lines 1, 2, and 3, strike out ‘‘of which not less than one hundred and 
twelve shall be for operators who have not held contracts prior to July 1, 1955”, 


HOUSE REPORT 


“Operating-differential subsidies—For the payment of obligations under this 
program, the committee recommends $90 million for the next fiscal year, a reduc- 
tion of $25 million below appropriations for 1955 and the budget estimate for 1956. 
It is believed that close scrutiny should be given to employment practices and 
similar cost factors of subsidized lines in order that future payments may be 
reduced to a minimum.” 

JUSTIFICATION 


As explained in the budget estimate for fiscal year 1955 the backlog of subsidy 
rate calculations has been substantially eliminated. This results in cash require 
ments being higher than the previous postwar years, due to the fact that the 
Administration is now able to make payments of long-standing obligations on a 
more nearly current basis. 

To summarize the situation, in the 1955 fiscal year the original appropriation 
was expended shortly after the end of the first quarter of the fiscal year with 
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vouchers from the operators for the third quarter of calendar year 1954 voyage 
terminations being limited to 20-percent payments of the normal quarterly 
Fpavment. No further funds were available for payments due until late in April 
1955 at the time the supplemental appropriation was made. The reduction of 
this supplemental from $60 million to $50 million again results in the Maritime 
Administration being placed in the position of having funds available for only 
9)-percent payments against first quarter calendar year 1955 vouchers for voyage 
terminations in that period. 

In addition to increased back payments due to the elimination of the subsidy 
rate backlog as outlined above, the profits of the operators have continued to 
lecline since the Korean situation, resulting in the reduction of recapturable 
amounts and the increase in amounts payable to the operators, thus requiring 
larger appropriations to cover the increase in quarterly vouchers. 

The Merchant Marine Act of 1936, as amended, which established the operating- 
jifferential subsidies program was preceded by several years of intensive study 
and review of previous aid programs and was not hastily adopted. Since its 
passage constant study has been made of the program and each report has re- 
afirmed the wisdom and economic justification for the policies in the act. A 
recent maritime subsidy policy report pointed out that our basic maritime policy 
js sound and its objectives are so primary to the country’s interest that every 
effort should be. made at all times to attain the results expressed in the 1936 act. 

The opinion expressed on previous occasions by appropriation committees has 
consistently been that when an obligation of the Government exists, incurred in 
accordance with law, prompt action should be taken to provide funds to pay 
debts as currently as possible. 

In summary, if the reduction of $25 million made by the House is allowed to 
stand the funds recommended for appropriation will be exhaused by the end of 
the present calendar year, thus the request for supplemental funds cannot be 
submitted for approval until January and based upon the experience in the 1955 
fiscal year, funds to pay subsidy vouchers will not be available until late in April 
1956. This places a serious financial hardship upon the subsidized steamship 
operators to whom this money is rightfully due and also places the Government 
in the position of not meeting its contractual obligations. 


VOYAGE LIMITATION ON MAXIMUM CONTRACTING AUTHORITY OF THE FEDERAL 
MARITIME BOARD 


The President’s budget contained a language provision which provided that 
‘no contracts shall be executed during the current fiscal year by the Federal 
Maritime Board which will obligate the Government to pay operating-differential 
subsidy on more than 1,847 voyages in any 1 calendar year, including voyages 
covered by contracts in effect at the beginning of the current fiscal year.’”’ This 
language was submitted as a result of numerous conferences and discussions on the 
part of the Department of Commerce and the Bureau of the Budget. While it 
was generally conceded that some form of limitation would undoubtealy be con- 
sidered necessary on the contracting authority of the Board, it was also conceded 
that this limitation should not be so restrictive that the Board would virtually 
be in no position to exercise its authority already provided by law. 

An amendment was transmitted under House Document No. 126 which changed 
this limitation from 1,847 to 2,000 voyages. This change was necessary in view 
of the fact that the then currently pending applications when added to the maxi- 
mum voyages currently under contract exceeded by a considerable extent the 
limitation of 1,847 voyages. At the time the House document was transmitted 
amending the number of voyages there were then long-term contracts in existence 
calling for a maximum of 1,721 voyages. Pending applications for existing opera- 
tors provided for an additional 56 voyages and applications had already been 
received or were in the process of being submitted, by operators not currently 
subsidized, providing for 236 voyages. If all of these applications had been 
approved it would have required 2,013 voyages as the maximum under contract. 

The limitation for a maximum of 2,000 voyages was considered necessary to 
provide the Federal Maritime Board with flexibility in awarding contracts for 
services which would best promote the objectives of maintaining and modernizing 
our merchant marine. This flexibility is essential in order that the Federal 
Maritime Board may impartially give consideration to those applications that 
were then pending or upon which there had been discussion, and upon which 
applications were anticipated at the time this new approach to restricting the 
contracting authority of the Board was being considered. 
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The language in the House bill retained the number of voyages as 1,847 ana 
added a further proviso that, ‘‘not less than 112 shall be for operators who haye 
not held contracts prior to July 1, 1955.’ This proviso would permit not to 
exceed 1,735 voyages for operators currently holding operating-differential sy}. 
sidy contracts. 

The following tabulation indicates the status of maximum voyage requirements 
now under contract or under consideration. This reflects changes in applications 
for new operators which were not anticipated at the time the House document 
was transmitted. On this more current basis, the total voyage requirement has 
increased from 2,013 to 2,083. This appeal is directed, however, to restoratio) 
of the 2,000 requested under House Document No. 126. 


Sailings as per contract 
calendar year 
Operators 


Minimum | Maximur 


I. Existing contracts 
American Export Lines, Inc 
American Mail Line, Ltd 
American President Lines, Ltd 
Bloomfield Steamship Co 
Farrell Lines, Inc 
Grace Line, Ine 
Gulf and South American Steamship Co 
Lykes Bros. Steamship Co., Inc 
Mississippi Shipping Co., Inc 
Moore-McCormack Lines, Ine 
Che Oceanic Steamship Co 
Pacific Argentine Brazil Line, Inc 
Pacific Far East Line, Ine 
Pacific Transport Lines, Inc 
Seas Shipping Co 
United States Lines Co 


Pending applications 
II. Operators now holding contracts 
Grace Line, Inc 
Oceanic Steamship Co 
Pacific Far East Line 
South Atlantic Steamship Line ! 


rators not now holding contracts 

Arnold Bernstein Line, Ine 45 | 
States Marine Corp 96 
Isbrandtsen Co 24 
States Steamship Co : 34 


199 


Grand total_. i Meds ; 1, 692 


1 The Board has application from United States Lines for the purchase of 4 vessels of South Atlant 
Steamship Co. which have been operating on trade route 11 without subsidy. 
2 Rounded to 2,000 


In reviewing and analyzing this tabulation, it will be noted under item I that 
the Board has already entered into contracts providing for a maximum of 1,733 
voyages. Therefore as of this current date, on the basis of availability of not to 
exceed 1,735 for existing operators as of July 1, 1955, as recommended in the 
House report, the Board would be in no position to give consideration to any of 
the current applications pending for increased requirements for operators now 
holding contracts. These applications will require a maximum of 68 voyages as 
indicated in the tabulation under IT. 

In addition, applications are now either on file or in process of being filed request- 
ing 282 voyages for so-called new operators, which would be those operators who 
do not now, or would not as of July 1, 1955, hold operating-differential subsidy 
contracts. These voyages are outlined under III of the tabulation. 

It is therefore apparent that a maximum under contract of 1,801 voyages would 
be required for existing operators as of July 1, 1955, which, on the basis of 4 
maximum of 2,000 voyages, would leave 199 for new operators for which 282 
voyages are being applied for. These specific factors clearly demonstrate that 
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the voyage limitation as contained in the House bill has the effect of stifling the 
authority of the Federal Maritime Board and would restrict it from carrying 
out objectively its authority already provided by law. 

For these reasons, full restoration of the 2,000 voyages and removal of the 
restriction on the number to be provided for new operators is requested. 


Summary of requirements 


»gular appropriation, 1955 ; ‘ 3 _.. $65,000, 000 
second Supplemental Appropriation Act, 1955 50, 000, 000 


Total appropriation, 1955 zs $115, 000, 000 
payment of operating-differential subsidies 115, 000, 000 


Base for 1956 


Requirements for 1956 (payment of operating-differential subsidies $115, 000, 000 


Total estimate of appropriation, 1956_. _— , ‘ ; 115, 000, 000 


OPERATING-DIFFERENTIAL SUBSIDIES 
GENERAL STATEMENT 


Operating-differential subsidies, paid under authority of title VI of the Merchant 
Marine Act, 1936, as amended, are designed to place the operator of American- 
flag ships in an equitable position, as to costs, with the foreign-flag ship operators 
with which he competes. Since American-flag cargo rates, the source of income, 
must be competitive with those of foreign ships which have much lower costs of 
operation, the American operator could not continue to maintain scheduled serv- 
ice without a means of offsetting tre higher costs. The act provides, therefore, 
that the Government will pay the difference between the cost of operating the 
\merican-flag ship and of comparable foreign-flag ships, operating over the same 
essential trade route, on five major elements of cost: Wages, subsistence, mainte- 
nance and repair, voyage stores, and insurance. In return for this payment, the 
perator agrees, among other things, to maintain regularly scheduled service over 
aspecified route and to provide for the replacement of obsolete vessels by vessels 
suitable to conversion as naval auxiliaries or otherwise useful to the United States 
in time of emergency. 

Because the amount of gross subsidy (subsidy accrual) is based entirely upon 
the disparity in operating costs, in no way does it guarantee a profit to the American 
operator. 

While the subsidy contract does not guarantee a profit to the operator, it does, 
nm the other hand, place a limit on the amount of profit the operator may retain 
as “free earnings.”’? The Merchant Marine Act, 1936, as amended, provides that 
in the event the operator’s profit after subsidy, computed annually but averaged 
over the 10-year period, exceeds 10 percent of the capital necessarily employed, 
the Government shall recapture 50 percent of the excess profit up to the amount 
of the subsidy accrual. The operator’s share of the excess profit must be deposited 
annually in the operator’s reserve funds. All contracts executed or reinstated 
since World War II have provided for the payment of only the net difference 
between the gross subsidy accrual and recapture accrual. This estimate of fund 
requirements is, therefore, for the net amount payable after deducting for esti- 
mated recapture. 

CALCULATION OF THE ESTIMATE 


The estimate of funds required for operating-subsidy payments involves both 
a calculation of subsidy accrual and the development of an estimate of the amount 
of recapture. 

The calculation of subsidy accrual is made by multiplication of the domestic 
cost by the subsidy rate (a percentage expression of the amount by which domestic 
cost exceeds or is less than the weighted average foreign cost) for each subsidizable 
item of expense for each type of ship, for each service on each trade route, for each 
calendar year, for each operator. The result of these calculations is the subsidy 
accrual and represents the contingent liability of the United States. The amount 
actually payable, however, is the subsidy accrual less recapture, if any. Since 
the amount of recapture is averaged over the 10-year period of the contract, the 
amount to be paid cannot be finally determined until the 10-year period has ex- 
pired. For purposes of determining cash requirements it is necessary, therefore, 
to compute the recapture on a cumulative basis from the beginning of the 10-year 
recapture period through the budget year. Because this recapture is dependent 
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upon the profit and taxes of each operator on a cumulative basis, it is obviously 
subject to substantial variation as profits of the industry rise or fall. A serious 
decline in the profits of the operators, as occurred in calendar years 1953 and 1954 
not only affects the amount payable in the current year but dips back against th; 
amounts withheld against prior year subsidy accruals. Because all calculationg 
of recapture must be on a cumulative basis, it is not possible to identify the amoun; 
of dipback to any specific fiscal or calendar year; 


JUSTIFICATION 


In developing the estimate of fund requirements for this program, it was ne 
sary to make certain assumptions based on the most current data, informatio; 
and experience. These assumptions and methods used in the preparation of 
estimate are herein outlined. 

a Assumptior s 

Fiscal year 1955.—As indicated in the voyage requirements schedule, o1 
825, it is estimated that subsidized operators will make 1,593 voyages 
vear 1955. Of these, it is estimated that operators holding contracts as of | 
ber 15, 1954, will require 1,509 voyages. 

In order to include all potential liabilities, we have assumed that fa 


action will be taken on certain pending applications of companies Which ar 


now holders of operating subsidy contracts, as indicated under (c) of the sched 
which indicates that there will be an estimated 1& such voyages in the fiscea 
1955. In view of the voyage limitation for fiscal vear 1955 only 66 voya; 
being made available for pending applications filed by operators which had o 
ing subsidy contracts as of Julv 1, 1952. 

Fiscal year 1956.— It is estimated that a total of 1,630 subsidized vovages 
be made in fiscal vear 1956. It is expected that presently subsidized operat 
will make 1,517 vovages in 1956 based on contracts in effect as of Deceml 
1954. It is further estimated that 24 vovages will be required for new opera 
as indicated under (c) and 89 vovages are provided for pending applications 
presently subsidized operators as indicated under (d) in fiscal vear 1956, 

For calculation purposes the voyages for 1947 through 1953 are actual vova 
that have been determined to be eligible for subsidy. Those for calendar | 
1954 are estimated on the basis of current operations, and those for 1955 and 1 
first 6 months of 1956 are based on minor adjustments to the current operations 

Voyaqges.—Appropriations for the past several years have placed a limitation on 
the number of vovages which could be made in a fiscal vear by subsidized opera 
tors. In view of this limitation, the schedule of voyage requirements which fo 
this justification indicates actual and estimated voyages on a fiscal vear basis for 
ready reference to the application of vovages against the limitation. 

Operating-differential subsidy contracts, however, are administered on a cal 
dar vear basis and for that reason the budget calculations of subsidy accrual and 
payable are developed on a calendar year basis to reflect actual method of opera- 
tion. Thus the voyages shown on page 825 are on a fiscal vear basis and her 
differ from those shown on page 828 which are on a calendar vear basis. | 
example, a subsidized agreement effective for subsidized vovages starting 0! 
after January 1, 1955, on a basis of 24 voyages per annum would reflect 12 voya 
for fiscal vear 1955, but 24 vovages for calendar vear 1955. 

Voyage-days.—Since voyages may vary greatly as to distance and turnaro 
time, the cost per voyage-day is considered a more accurate means for pur} 
of estimating future costs. .Actual voyage-days for calendar vears 1947 thro 
1953 are used in the estimate. The voyave days for calendar years 1954, 1955 a 
the first 6 months of 1956 were estimated on the averaze basis of 1953 actuals 
each operator by type of service and trade route. 

Domestic cost—The domestic costs for calendar years 1947 through 1953 wer 
obtained through the field audit staff in the respective district offices and repre- 
sents audited costs or costs from the operators’ records prior to audit, wit! 
ehecks of such unaudited costs being made as time and cirenmstances wo 
permit. The average cost per vovage-day based on the experience of each oper 
tor by type of service and by trade route was used to estimate domestic costs for 
calendar vears 1954, 1955, and 1956. 

Subsidy rates.—The following items of vessel operating costs are subject to sub- 
sidy payments: 

1. Wages (officers and crew). 

2. Subsistence (officers and crew only, not passengers). 

3. Maintenance (upkeep) and repairs not compensated for by insurance. 

4. Stores, supplies, and expendable equipment. 


for 
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vlous]y 5. Insurance: 

Serlous (a) Marine and hull. 

11954, (b) Protection and indemnity. 

nst th The operating-differential rates used in computing this budget estimate were: 
lations 1. Rates for each subsidizable item and applicable calendar year as approved 
Wout hy the Federal Maritime Board as of May 24, 1954. 

‘2. Where no rate had been approved by the Board rates for subsidizable items 
is computed by the staff, and pending approval by the Federal Maritime Board 
as of May 24, 1954, were used. 

3. Where no rate for a particular item had been computed an estimated rate 
was used. 

4. The rates applicable to the latest calendar year were used for subsequent 
years. Generally, with a few exceptions, 1952 rates were used for subsequent 
vears except for protection and indemnity insurance which is based on an estimated 
rate. 


5 heces. 
natiory 
of t 


b) Method used in calculating subsidy accrual 

In computing the subsidy accrual for the calendar years 1954, 1955 and for the 
first 6 mont} s of 1956, there was developed an average subsidy rate based on 1953 
and an average domestic cost per voyage-day by services and operators based on 
reported costs for 1953. The estimated voyage-days for these three respective 
periods were multiplied by the average daily domestic cost, and to the result of 
this computation there was applied the average rate, on the basis of individual 
services and operators. 


c) Method used in calculating subsidy payable 


yvable represents estimated 


The amount shown as the estimated subsidy pa 
1956, less estimated recapture 


subsidy accrual from January 1, 1947, to June 30, 
accrual on a cumulative basis for the same period. 

In order to compute the subsidy payable the following data was taken from 
perator’s annual reports filed by each operator for calendar years 1947 through 


tions of M1953: 


1. Profits and/or loss before operating subsidy and Federal income tax. 
vOvares 2. Federal income taxes (adjusted to refect voluntary deposits, ete. 
ar year 3. Capital necessarily employed (adjusted to include allowances under current 
anid th and prior subsidy billings). 

LIONS The amount of recapture for calendar vear 1953 and prior years was computed 
MUON OD on the basis of financial information supplied as stated above, and was determined 
| opera on a cumulative basis in order to give effect to dip back where profits declined. 
lotlows The cumulative recapture at the end of calendar year 1954 was estimated on the 
ASS | basis of the profits or losses of the first three quarters of 1954, as reflected on the 
operator’s third quarter vouchers, projected through the last quarter. This 
umulative recapture position for each operator was projected through the cal- 
endar year 1955 and the first 6 months of 1956. 


a calet 


I opera- 
d her ; d) Method applied in calculating expenditure requirements 

Since the net amount payable is based on the cumulative recapture position, 
it is not feasible to allocate the actual amount due by calendar year. The amount 
payable as of any given date is the total accrual less total recapture from the 
beginning of the contract period through the latest billing date. There are, 
however, specific restrictions on the amount which may be paid as of a given date. 
ihese are: 

1. Pending an audit of the operator’s books, as to items of subsidizable ex- 
pense, not more than 75 percent of subsidy accrual or 90 percent of subsidy pay- 
able, whichever is less, may be paid to the operator. 

2. Pending a final audit of the operator’s books, not more than 90 percent of 
subsidy payable may be paid to the operator. 

3. There is a lag of approximately 3 months for the completion of administrative 
certification and processing of the vouchers. 

t. In thee ent a subsidy rate has not been established for the current year, the 
h opera MF amount of accrual is computed, for payment purposes, upon the rate approved for 
‘osts for the most recent prior year. 
_ The estimate of expenditures for fiscal vears 1955 and 1956 is based on the 
; to sub following assumptions: 

1. Final rates for all items for all years through 1952 will be incorporated in the 
contracts. 

Final audits will be completed for the years 1947 through 1952 and an audit 

{ subsidizable expense will be made for 1953. 
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Based on these assumptions, it will be necessary to pay the full amount 
subsidy accrual, less estimated recapture, with the exception of approximate! 
$100 million consisting of the following: 

1. The $3 million holdback from American Kxport Lines, Ine., for calendar yea 
1950 will be finalized subsequent to fiscal vear 1956. This amount is being wit} 
held pending a final determination of the cost of improvements and betterment 
on the four ships (Aces) operated in the Alexandria Express Service. 

2. The final 10 percent due each operator for calendar year 1953 will be made 
subsequent to fiscal vear 1956. Approximately $10 million. 

3.'The additional 15 percent payments and final 10 percent payments (25 per- 
cent of subsidy payable) to all operators for calendar vears 1954, 1955, and thy 
first 6 months of the calendar vear 1956 will be made subsequent to fiseal 
1956. Approximately $&7 million. 


(e) Eevonomy of operation 

In order to comply with section 606 (6) of the Merchant Marine Act, 1936, 4 
amended, relative to the conduet of subsidized operations with respect to t! 
vessels’ services, routes, and lines covered by the contract in the most economics 
and efficient manner, the Maritime Administration has assigned for each districi 
office a subsidy operations examiner whose duties are to survey and examine 
practices and costs of the subsidized operators and to recommend reme: 
measures to the Administration where necessary. Members of the district office 
staffs also gather cost data from competitive foreign-flag vessels calling at 
respective ports for use in the caleulation of subsidy rates by the Washingt 
staff. 

Kimphasis is being placed on strengthening of staif and on the development 
further refinements in techniques and procedures as well as new methods f 
in effectively evaluating and enforcing the provisions of this section of the a 
More specific justification of the additional staff required for this purpose is 
forth under the appropriation ‘‘Salaries and expenses.”’ 


t 
; 
\ 
t 


Summary of subsidy accrual, Jan. 1, 1947, through June 30, 1956 


Subsidizable 
domestie 


cost 


Number of 


Calendar year 
4 : voyages 


$22, 137, 950 
59, 106, 189 
96, 619, 602 
108, 481, 789 

146 
833 
54, 145 
5, 903 

202, 211, 260 
102, 178, 008 


Total 1, 250, 284, 825 


16 months Jan. 1 to June 30, 1956. 


Expenditures, Jan. 1, 1947, through June 30, 1954, and estimated cash 
ments through June 30, 1956 


Estimated subsidy accrual _. $643, 

Less, estimated cumulative subsidy withheld (recapture) _ - 93, 

Estimated subsidy payable (Jan. 1, 1947, through June 30, 

1956) 3; 2 a. , See 

Less, subsidy paid through June 30, 1954 : 209, 
Estimated subsidy payments to be made subsequent to the fiseal 

vear 1954 : ; : .--- 9340, 997, 482 

Less, estimated payments in fiscal year 1955 (rounded) - e 25, 000, 000 
Estimated subsidy payments to be made subsequent to the 

fiscal year 1955 : ecu 215, 997, 482 

Less, estimated payments subsequent to fiseal year 1956 _. 100, 997, 482 
Estimated payments to be made in fiscal year 1956 

(rounded) _ _ - rere a ‘ 115, 000, 000 


1 Assumes a supplemental appropriation of $60 million in 1955. 
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The following analysis of contract eens indicates that present con- 
tracts . plus applications currently pending and under study require a minimum 


I 
of 2,000 voyages in fiscal year 1956. 


a#,;\ 


Analysis of estimated fiscal year 1956 voyage requirements 


Operators 

Present contracts: 
American Export Lines, Inc_-- 
American Mail Line, Ltd sou 
American President Lines, Ltd _- 
Bloomfield Steamship Co-_- 
Farrell Lines, Ine_ ; 
Grace Line, Inc. - - 
Gulf & South American Steamship Co 
Lykes Bros. Steamship Co_ 
Mississippi Shipping Co ; 
Moore-McCormack Lines, Ine 
The Oceanic Steamship Co 
Pacific Argentine Brazil Line 
Pacific Far East Line- - ---- 
Pacifie Transport Lines 
Seas Shipping Co-_- 
United States Lines Co 


Total present contracts 
Contraets currently under conside ration - 


Total contracts 
tound off and adjustments -_ __ 


Total requirement_ - - Lev 


SALARIES AND EXPENSES 


(House hearings, pp. 483 to 510) 


Page 12, lines 4-15 of H. R. 6367 as reported. 
1955 appropriation 
1955 appropriation (adjusted) 
1956 budget estimate 
1956 House allowance 


Increase (+) or decrease (—) 1956 estimate over 1955 appropriation 


(adjusted) 


Increase (+) or decrease (—) House allowance from 1956 estimate 


Restoration requested___.......------ 


AMENDMENT REQUESTED 


On page 12, lines 7 through 15, strike out: ‘$14,000,000, 


follows: 


Mazimum con- 
tract requirements 


7 161 
42 
86 
21 
62 

261 
26 
339 
73 
180 
13 
13 
40 
26 
36 
342 


1, 721 
292 

2, 015 
13 


_ 2, 000 


$13, 900, 000 
14, 052, 400 
15, 100, 000 
14, 000, 000 


+ 1, 047, 600 
—1, 100, 000 
+ 1, 100, 000 


within limitations as 


“Administrative expenses, including not to exceed $1,125 for entertainment of 
officials of other countries when specificalty authorized by the Maritime Adminis- 


trator; and ship structure research, testing and models; $5, 


“Maintenance of shipyard facilities and operation of warehouses, $1,085,000; 


“Reserve fleet expenses, $6,960,000.”, and insert: 


‘“ineluding not to exeeed 


$1,125 for entertainment of officials of other countries when specifically authorized 
by the Maritime Administrator; and purchase of not to exceed four passenger 
motor vehicles for replacement only, $15,100,000.”, the language included in the 


request. 


The effeets of the above deletion and insertion are as follows: 
(1) Deletion of the limitations for administrative expenses, 
shipyard facilities and operation of warehouses, and reserve fleet expenses. 
ship structure research, 


, 482 
. O00 


2) Deletion of specific authority for the activity 
19 testing and models. 


9) ; 
, 482 motor vehicles for replacement only. 


maintenance of 


(3) Restoration of specific authority to purchase not to exceed four passenger 


A) Substitution of $15,100,000 for $14 million, the amount to be appropriated, 


or an increase of $1,100,000. 
63332—55 12 


, 000 
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HOUSE REPORT 


“Salaries and expenses.—The sum of $14 million is recommended for 195% 
which is an increase of $100,000 over the 1955 appropriation. This increase wij 
be used to meet additional reserve fleet expenses. The amount proposed ineludes 
$5,955,000 for administrative expenses and $1,085,000 for maintenance of ship. 


vard facilities and operation of warehouses, the same amounts as authorized fo, 
eas 


1955. 
JUSTIFICATION 
Lanquage changes 

(1) It is requested that no specific limitations be established, under the salaries 
and expenses appropriation, for each of the activities, administrative expenses 
maintenance of shipyard facilities and operation of warehouses, and reserve flee; 
expenses. Exclusion of specific limitations will— 

(a) Permit adjustments in programs necessitated by unforeseen emergencies s 
as to preclude need to request appropriation increases and/or language revisions 
through the legislative process. 

(b) Permit prompt action in the event of such emergency situations, avoiding 
delavs associated with formal process of supplemental requests. 

(c) Reduce the number of official fiscal accounts required and decrease the work- 
load associated with maintenance of the agency’s books of accounts as well as 
issuance of official accounting statements and reports. 

(d) Provide more effective and economical programing of funds through greater 
administrative flexibility. 

(2) Deletion of the authority for ship structure research, testing and models i 
the salaries and expenses appropriation is requested in order to elarify the purposes 
of the appropriation. Specific authority “for research, development, and desigr 
expenses incident to new and advanced ship design, machinery, and equipment 
is provided under the ship construction appropriation; this would be a duplieatior 
No funds have been included under the salaries and expenses appropriation for 
any research programs, 

3) Authority to purchase four passenger motor vehicles is reanested. Fund 
for this item and the need therefor is justified under the restoration justificatio: 
submitted below. 

FUND RESTORATIONS 
Administrative expenses 

Full restoration of the $245,000 reduction in the House bill is requested. 

The reduction eliminates the major portion of the increases in staff and other 
costs requested to correct certain deficiencies which have developed as a result of 
sizable staff reductions in recent years. The budget estimate made provision for 
modest increases in carefully selected areas where activities have been partially or 
completely neglected only because funds were not available in the current vear, 
These activities include such important areas as the analvsis of subsidized opera- 
tors’ methods to insure the most economical and efficient operation, the strengthen- 
ing of the statistical collection and analysis program and improvement in the 
development of construction-differential rates. 

Since June 30, 1950, the ageney’s administrative staff has heen reduced som 
17 percent. More recently, between June 30, 1954, and June 30, 1955, the staff 
has been reduced by 97 positions. Thus, the staff planned for 1956 was 40 posi- 
tions less than the number of emplovees on the rolls as of June 30, 1954. These 
continuing staff reductions have been made at a time when various studies : 
investigations have made emphatic recommendations that there should be more 
surveillance over the operating subsidy program due to its continually rising 
cost, estimated at $115 million in 1956, and that steps be taken to encourage the 
advance replacement of the subsidized merchant fleet and to develop a long-range 
shipbuilding program to overcome the block obsolescence problem and to aid in 
the stabilization of employment in American shipyards. The most recent state- 
ment concerning the need for closer surveillance over the operating subsidy 
program was contained as follows in the House report on the 1956 appropriation 
bill under the heading ‘‘Operating differential subsidies” 

“Tt is believed that close scrutiny should be given to employment practices and 
similar cost factors of subsidized lines in order that future payments may be 
reduced to a minimum.” 

These are objectives with which the Maritime Administration is in whole- 
hearted agreement but which can only be accomplished to the extent that staff is 
available. 
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Specific effects of the House reductions are as follows 
_ Operating subsidy analysis.—The estimate provided ine an increase of 7 positions 
for this program, however, the House allowance will only permit an increase of 3. 

The Maritime Administration should be adequately staffed to determine 
whether each subsidized operator is complying with the provision in operating 
subsidy contracts requiring operations to be conducted in the most economical 
and efficient manner. At the present time, there are but three personnel in the 
field engaged in this very important activity. There has been developed im- 
proved techniques of reporting which will more effectively determine those areas 
in Which the operator’s costs may be subject to reduction after investigation or 
where an operator’s techniques in controlling costs which have proven to be 
suecessful may be made available to other operators and adopted by them. To 
sive effect to these reporting techniques, the budget submission proposed the 
increase of seven positions in the present inadequate staff in district offices. These 
personnel would prepare reports on operations of each operator, compare costs 
of various operators and take such action and submit such reports as would more 
effectively carry out the agency’s responsibility of keeping subsidy payments to 
a minimum. 

Ship operations analysis.—The estimate provided for the transfer of the cost 

11 ship-operations positions from the vessel operations revolving fund to the 

salaries and expenses appropriation; however, the House allowance will only 
permit the transfer of 7 positions. For the past several years, the cost of these 
positions has been ch arged to the revolving fund as the work emphasis of the 
O} erations staff was concerned with the direction and supervision of the vessel- 
operating program of the National Shipping Authority. 

A staff of specialists experienced in ship operations is a continuing requirement 
f the Maritime Administration, regardless of whether the agency is directly 
engaged in the operation of ships. The collection, reporting, and analysis of 
vessel-performance data by this staff is required to furnish the technical basis for 
findings by the Federal Maritime Board, relative to the adequacy of vessels, as 
to size, speed, and type, for the service proposed to be performed under new or 
revised operating subsidy contracts. This staff must review and comment on 
pro forma statements contained in operating subsidy applications concerning such 
matters as the vessels’ estimated operating costs and estimated revenue. In the 
area of ship construction, the staff is required to review proposed designs from the 
operating standpoint, and make such recommendations concerning proposed 
speed to serve the purpose intended, cargo space, passenger, and crew quarters 
arrangements, cargo-handling gear, and other features, as are considered required 
to improve the operating efficiency and earning capacity of the ship. The staff 
is also required to review all proposed ship conversions and betterments for which 
subsidy aid is requested and furnish recommendations as to whether the changes 
proposed are for the purpose of increasing the efficiency and revenue capacity of 
the ships, required for the trades and services intended, thus being eligible for 
subsidy participation. 

tetention of this experienced staff by transfer from the revolving fund to the 

direct appropriation is required as the present economic condition of the shipping 
and shipbuilding industries has resulted in an increase in applications for Govern- 
ment aid of various types and it is expected that this work will continue to in- 
crease as a result of various legislative enactments to accelerate financing of new 
ship construction, extended partic ipation in ship-construction subsidies, increased 

hip-construetion appropriations, and recommendations looking toward a long- 
range shipbuilding program, with emphasis on ship replacement in the next 10 
vears, extension of operating subsidy aid to tramp operators, ete. 

The proposed transfer of these salary charges is a proper reflection of the change 
in program emphasis, and although requiring an increase in the ‘Salaries and 
expenses” appropriation it does not represent any additional cost to the Govern- 
ment or the employment of any additional personnel. 

Continuing ship construction.—The estimate provided for an increase of seven 
positions to augment the technical staff concerned with the continuing ship- 
construction activities of the agency not related to active ship-construction pro- 
grams; however, the House allowance will not permit any increase of the staff. 
This inerease is required to handle the increased workload which is developing 
due to the need for (1) developing a long-range shipbuilding program; (2) develop- 
ing designs for new ship types to be included in such a program; (3) participating 
in development of new procedures for subsidy construction rates acceptable to 
all concerned which must be done if any success is to be achieved in encouraging 
the advanced replacement of the subsidized fleet; and (4) participating in revision 
of mobilization plans affecting the shipbuilding and repair industries. 
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Expanded statistical program—The estimate provided for an increase of 15 
positions to expand the statistical program of the agency; however, the House 
allowance will permit an increase of only 6 positions. 

In order to render sound and equitable decisions in matters concerning regi|a- 
tion of shipping, operating and construction differential subsidy rates, and in 
formulating and executing the Government’s broad policy of fostering and jm. 
proving the American merchant marine, it is necessary that the Board and the 
Administrator be constantly informed of current trends as well as past performance 
of many aspects of the shipping industry. Such information can be made ayail- 
able only through the collection and statistical analysis of much data of widely 
different nature and scattered source. Workload is necessarily voluminous he- 
cause adequate sampling must be secured to obtain information of the high 
degree of validity required. 

Some specific examples for which statistical studies are needed as an aid to final 
decision as well as policy formulation and adjustment are: (1) effect of increased 
foreign competition on American shipping; (2) effect of recent developments such 
as the St. Lawrence seaway on American shipping; (3) requirements for specialized 
types of ocean carriers as a result of changing sources of commodities and tech- 
nological advances; (4) impact of increased foreign government aid to their ship- 
ping industries; and (5) problems which involve wage scales, collective bargaining 
agreements, labor relations, and employment, aboard ship, ashore, and in ship- 
building. 

General management functions.—The estimate provided for an increase of 17 
positions to be utilized throughout the various offices of the agency for the purpose 
of improving the overall management of the agency; however, the House allowance 
will not permit any increase for this purpose. ‘These increased positions were to 
(1) improve the program of surveying and reviewing of internal agency operations, 
organization and procedures for the purpose of increasing operating efficiency: 
(2) assist in a more rapid liquidation of old War Shipping Administration activi- 
ties; (3) develop on a more timely basis revised accounting procedures and instrue- 
tions as required by changing programs; (4) improve the operation of the various 
insurance programs, particularly the necessary planning and internal coordination, 
which must be accomplished to establish fair and reasonable valuations of ships 
so that the intent of Publie Law 763, 81Ist Congress, and the interests of the 
Government are safeguarded; (5) accelerate the records management program ir 
the field offices; and (6) provide for adequate legal services and direction of the 
ship custody program in the gulf coast district. 

Other objects costs —The estimate contained an increase of $61,600 for these 
costs over the amount available in 1955, however, the House allowance would 
limit the increase to $21,900. This action will result in elimination of (1) the in- 
crease in travel required for the proper direction, supervision, and inspection of 
the various programs; (2) funds requested for printing special subsidy publications 
and for the printing of revised inventory books required for vessel inventory work 
(3) funds for condueting tests on application of light-weight insulation aboard 
ship, and tests on marine paints and methods of application; and (4) funds for the 
replacement of four overage passenger cars having excessive mileages, which are 
used at field installations for the transportation of marine surveyors, inventory 
surveyors, and operating personnel to port, harbor, and ship construction and re- 
pair yards, most of which are not served by public transportation facilities or 
General Services Administration motor pools. 


SHIPYARDS, WAREHOUSES, AND RESERVE TRAINING STATIONS 


The reduction of $415,000 imposed by the House will have a crippling effect 
on this activity. The amount allowed not only eliminates the urgent deferred 
maintenance and repair projects, but fails to recognize that this activity includes 
in 1956 approximately $100,000 of items not previously required. These are 
the increase in rental at the Delta Shipyard and the custody and maintenance 
of the Alameda (Calif.) Reserve Training Station. If we are required to absorb 
these costs within the amount authorized, there is no alternative to reducing 
the maintenance and security force at the various installations below the point 
of effective operation. The following states the effect of this reduction upon 
each of the subactivities. 


Shipyards 


The budget estimate includes the sum of $207,500 for maintenance and repair 
projects at 3 of the 4 Government-owned reserve shipyards, The reduction im- 
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posed by the House has the effect of eliminating these projects. These items 
represent the most critical work no longer deferrable and requiring urgent atten- 
tion if we are to avoid further costly deterioration, possible injury to personnel, 
and possible damage by fire as well as jeopardy to mobilization readiness. 

since lay-up of these shipyards was completed following World War II, a 
backlog of major repair work has accumulated and the yards are not in a ready- 
to-go status due to restriction of funds. Funds available during fiscal year 1955 
would not permit the accomplishment of any major maintenance work. The 
estimate provides for only those projects of the highest priority to prevent exces- 
sive and accelerated deterioration. No provision has been made in the estimate 
for repair items incident to reconstruction and rehabilitation, the accomplish- 
ment of which can await reactivation of the shipyards. 

Accomplishment of the proposed projects during fiscal year 1956 will not only 
prevent further deterioration of key shipbuilding facilities but is also essential 
to the ready availability of these shipyards to meet Joint Chiefs of Staff ship 
construction requirements. A carefully planned and phased shipyard reactiva- 
tion and ship construction program will be retarded if these shipyards are not 
in a ready-to-go status. 

Office of Defense Mobilization Order VII-7, dated August 25, 1954, subject 
“Maintenance of the Mobilization Base (Department of Defense, Atomic Energy 
Commission, and the Maritime Administration)’’ states, and directs, in part: 

‘1. It is essential to the national defense that the facilities, machine tools, 
production equipment, and skilled workers required to meet minimum wartime 
mobilization needs for the Department of Defense, Atomic Energy Commission, 
and the Maritime Administration be maintained in the manner which will permit 
their prompt use or conversion in time of emergency. * * * 

“2B. The Atomic Energy Commission and the Maritime Administration * * * 
shall determine the items and facilities which meet the * * * criteria for their 
respective maintenance base programs. 

“3A. Facilities selected as part of the mobilization base shall be maintained 
to the fullest extent possible. * * *” 

It is therefore considered to be in the best interest of the national defense and 
for the protection of the Government employees and valuable Government- 
owned property that funds be restored for the accomplishment of these projects 
during fiscal year 1956. 

There follows a description of the proposed maintenance and repair projects 
for 1956: 

1. Demolition and removal of piers and ways, Wilmongton, N. C., $116,000. 
This project involves the demolition and removal of 8 old outfitting piers, 1 
apron wharf, and the above-ground portion of 9 old shipways, and repair and 
strengthen the apron wharf bulkhead as needed. These structures are badly 
rotted and constitute a hazard to personnel, a serious potential fire hazard and 
in their present condition are also a potential hazard to navigation, due to the 
possibility of portions breaking away and floating partially submerged on the 
river. 

2. Reroofing one-half machine shop, Alameda, Calif., 89,000.—The corrugated 

iron roofing on the west side of the machine shop has rusted through in many 
places, especially under the sheet metal laps, and has reached a stage of excessive 
and accelerated deterioration. Valuable machine tools on permanent founda- 
tions and other machinery and equipment stored in the building are subject to 
lamage from the leakage. 
3. Filling sunken areas, repaving and relaying railroad track, Alameda, Calrf., 
$22,500.—The estimate provides for the filling of sunken areas, repaving and relay- 
ing railroad track in the area between the buildings as well as for the protection 
of the building foundations. Large areas of this yard are built over fill and the 
settlement of the top surface, involving pavement and building foundations, has 
increased rapidly during the last few vears to the point that in many locations the 
settlement extends from 3% to 4 feet below the normal grade. The untreated wood 
piling which supports the buildings is exposed to weather, flooding conditions, and 
to serious continuing and accelerating rotting. 

4. Paint structural steel in marine building, outfitting building, and warehouses Nos. 
6 and 57, Alameda, Calif., $20,000.—The structural steel in these buildings has 
not been repainted since construction of the shipyard some 13 years ago. The 
paint has deteriorated badly and rust is prevalent throughout and is becoming 
steadily worse. Further delay in painting will require the scaling and scraping of 


the steel and wire brushing in preparation for painting at a much greater cost. 
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5. Filland repave garage floor, Alameda, Calif., $3,000.—This building is used fo; 
repairs of maintenance equipment and for storage of standby automatic and light 
crane equipment. The floor has settled unevenly, an average of more than 2 feet 
Unless the floor is repaired during fiscal vear 1956, it is anticipated that the condj- 
tion of this building will be such as to render it unusable. 

6. Repatr and renew critical portions of water system, Alameda, Cal’f., $15,000 
The steel water mains in this shipyard have deteriorated to the extent that 
newals in local areas have become necessary each year. Inspection of the old pip 
removed clearly indicated that deterioration is becoming progressively worse 
Water for fire protection is furnished through these mains and, considering thy 
above conditions, the increased water pressure furnished during a fire could result 
in breakage of the mains and failure of water supply while the fire is in progress 
7. Test and repair fire-alarm system, Richmond, Calsf., $7,000.—This project 
(which includes some cable renewal) would be an early requirement in case of 
reactivation of the shipyard in order to assure adequate fire protection. Its 
earlier accomplishment would assure such at the initiation of reactivation and 
would also prevent possible breaks in this service during lay-up which might 
delay prompt alarm in ease of fire. 

8. Repair and/or renew roofing on 3 buildings, Richmond, Calif., $15,000.—T\, 
roofing on the machine shop, pipe shop and combination riggers loft, sheet-meta] 
shop and paint storage, is badly deteriorated and prompt repair and/or renewal 
should be effected; funds previously requested for this purpose have not bee 
provided. Further delay will result in increased leakage which will cause addi- 
tional rotting of roof boards and supports and possible damage to large numbers 
of valuable machine tools, equipment, and large quantities of materials stored 
in the buildings. 

Warehouses 

The budget estimate provides for an increase of $35,100 for rents and utility 
services and $79,000 for maintenance and repair projects at 2 (Richmond, ¢ 
and Norfolk, Va.) of the 5 Maritime Administration warehouses. The reductior 
imposed by the House not only prevents the accomplishment of any of the re pair 
projects, but will force a reduction in staff to meet the increased cost of rent 
and utilities. This item alone will require the elimination of nine positions. The 
present employment of 127 positions in the 5 warehouses is considered the mini- 
mum employment for effective operations. 

The additional cost in rents and utility services is due primarily to the amount 
of $40,000 required for reimbursement to the Navy Department for warehous 
space at the Delta Shipyard at New Orleans, La., in comparison with the amount 
of $7,900 budgeted for this warehouse space in fiscal year 1955 to reimburse the 
General Se sg Administration. Jurisdiction of the Delta Shipyard was trans- 
ferred to the Navy pk so nt from the General Services Administration as . 
July 1, 1954. The Navy Department agreed to accept the $7,900 budgeted f 
fiscal year 1955; however, the Navy Department contemplates the saiuedier 
of $160,000 for security, maintenance, repairs and other improvements during 
fiscal year 1956 at this shipyard, for which a pro rata reimbursement of $40,000 
is expected from the Maritime Administration. The remainder of the increase 
$3,000 is due to the fact that only a limited amount of general agency operation 
is estimated for fiscal year 1956, rents and utility costs at the New Orleans ware- 
house, which were formerly prorated between direct appropriations and the 
vessel operations revolving fund, must be charged to direct funds without an) 
compensating reduction in total cost. 

During recent years funds for maintenance and repair projects have been s 
limited that it has not been possible to accomplish certain urgently required 
maintenance work. The maintenance repair projects included in the estimate 
for the Richmond and Norfolk warehouses are considered a must during fiscal 
year 1956 if we are to avoid further costly deterioration of valuable buildings 
and serious damage to millions of dollars of material and equipment stored in 
these buildings. 

In an emergency the reactivation and operation of the vessels in the national 
defense reserve fleet would be delayed should these warehouses be handic apped 
in their mission of safely storing and quickly loading and shipping vital ship 
activation equipment and materials to ship repair yards and outfitting docks, 
due to weather damage to the marine equipment stored in these warehouses 
poor physical condition of warehouse facilities such as loading platforms, rail 
canopies, etc. Warehouse properties should be maintained in a minimum good, 
safe operating condition to service the ships of the United States Mercha 
Marine. 
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Reserve training station 


The estimate provides $67,900 for the maintenance and preservation of the 
reserve training station at Alameda, Calif. Funds for maintaining this station 
during fiseal year 1955 were appropriated under the appropriation ‘‘Maritime 
training’? and were reflected in the budget as a transfer in the estimates. 

The House allowance of $1,085,000 for maintenance of shipyard facilities and 
operation of warehouses, makes no provision for the maintenance and preservation 
of the Alameda Reserve Training Station and no funds were provided for this 
item by the House under Maritime training. The House allowance, apparently 
through oversight, has the effect of entirely eliminating this activity. 

There are two basic functions associated with the reserve installation: (1) the 
custodial responsibility involving the physical protection and security of the 
station as a whole, and (2) the maintenance of the property in a manner that 
will represent the best protection of the Government’s investment. The estimate 
provides for a continuous patrol of the properties and to carry out a program of 
maintenance, repair and preservation of buildings and utilities. 

For the above reasons it is requested that an increase be granted in the House 
allowance for maintenance of shipyard facilities and operation of warehouses to 
include this activity. 

RESERVE FLEET EXPENSES 


The budget estimate proposed an increase in the preservation force sufficient 
to liquidate all of the backlog of basic preservation and about half of the backlog 
of recurring preservation work. This backlog developed as a result of both the 
lack of funds in past vears sufficient to accomplish the work and the return of large 
numbers of ships to the reserve fleets after activation for use in the Korean emer- 
reney. 

The reduction of $440,000 imposed by the House has the effect of eliminating 
the additional staff proposed for the purpose of reducing the backlog of recurring 
preservation work. The amount allowed will permit liquidation of the backlog 
of basic preservation but the backlog of evclical recurring work remains at the 
same level as in the past. 

The Maritime Administration is seriously concerned about the continued exist- 
ence of this backlog 

Expansion of the preservation program to liquidate the backlog of recurring 
work is considered a critical requirement at this time. Deferment of much of 
this work intensifies the risk that may result in deterioration of the ships to the 
point that their value as a national defense reserve may be in jeopardy. 

It should be noted that the existence of a backlog approximately equal, in 
man-days, to 1 year of work for the staff does not mean that work has been de- 
ferred only 1 year. Much of the new work developing during the year is of such 
nature that it cannot be deferred if the ships are to be maintained. The work 
that can be deferred, therefore, has been deferred for several years and cannot be 
longer delayed without serious consequences in the condition of the ships. 

The following table shows the number of ships and the elapsed time since last 
preservation treatment of the principal worksteps contained in the estimated 
backlog of June 30, 1955: 


| Time since last treatment | Total 

yr | l- 
Workstep . —— ae 
ber 

2 years | 3 years | 4 years | 5 years | 6 years | 7 years ships 


Flooding boilers and machinery with 
reservation oil, scheduled cycle, 
4 years 
Firesides of boilers, scheduled cycle, 
4 years sme - 
Hull and superstructure, scheduled 
ycle, 2 years_- 


It is not possible to say that a delay of 1 year, 2 years, or 3 years will render 
the ships valueless. It must be recognized, however, that preservation will only 
prevent deterioration, it will not renew the deteriorated parts. Thus every year 
of delay means that much more risk of serious deterioration of machinery, hulls, 
boilers, electrical equipment, and bearings. Some of these parts, e. g., turbines 
and bearings, are machined to the close tolerances of a 20-jewel watch. Even 
hinute particles of rust or the smallest pitting will jeopardize their usefulness. 
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Lives have been lost because of the failure of a sensitive control mechanism, s] lips 
have been disabled at sea due to the improper functioning of bearings. Obvious 

if these items are not properly preserved against deterioration, they must be re- 
placed before the ships can be reactivated. In the event of an emergency, suci 
items would be extremely costly if they are available at all. Equally obvious jy 


the fact that the value of the reserve fleets is directly proportionate to the immed. 
iate availability of the ships at the time they are required. 

In order to forestall deterioration, recurring preservation should be ac complishe 
on scheduled cycles (every 2 years for hulls, decks, and superstructures; eve ry 4 
vears for the reflooding of boilers, engines, and auxiliary machinery, ete.). Thy 
freque ncies of recurring cycles ~ set at the longest intervals possible consistey: 
with sound preservation. The Navy Board of Inspection and Survey has recon. 
mended that recurring preservation be performed more frequently, but we fe 
assured that the ships will be adequately preserved if we are permitted to maintai 
our scheduled cycles. 

Summary of requirements 
Appropriation, 1955 .. $13, 500, 000 
Second Supplemental Appropriation Act, 1955 400, 000 

Comparative transfer from ‘‘ Maritime training, Maritime Activities, 
Department of Commerce’. 152, 400 

$14, 052, 400 
Deduct: 

Positions filled, part year 1955, administrative __- ; —29, 685 

( a ‘tion of M: iriner ship-construction program. —76, 800 

Cargo-handling research - - - —15, 000 

Cathodic installations. - — 1, 026, 250 

Hurricane damage — 400, 000 

Special contractual projects, reserve fleets —11, 500 

Travel and routine maintenance, warehouses —1, 100 
Contractual services, shipyards 5, 000 
Reduced program level, training stations —62, 450 


Base for 1956 
Net difference, 1956 over 1955: 


Requirements 
’ a Difference, 
By activity increase (+-) 
1955 1956 decrease (—) 
adjusted estimate 


timated obligation 


rf 


« 


Administrative expenses $5, 857, 215 | $6, 200, 000 
Maintenance of shipyard facilities 510, 736, 300 
Operation of warehouses - 5H, < 695, 800 
Maintenance of reserve training stations_- 5, 25 67, 900 
Reserve fleet expenses 5, 422, ¢ 7, 400, 000 


Smnmrmary 


Gross requirements- 2, 424, 615 | 15, 100, 000 


Total estimate of appropriation, 1956_- 
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VESSEL OPERATIONS REVOLVING FUND 


(House hearings, pp. 525 to 528) 


1955 appropriation: None 

1956 estimate: Language only 

1956 House allowance: Deleted language 
Restoration requested: Language only 


AMENDMENT REQUESTED 


On page 16, after line 9, insert: ‘‘Vessel operations revolving fund: Hereafter 
the vessel operations revolving fund, created by the Third Supplemental Appropri- 
ation Act, 1951, shall be available for necessary expenses incurred, in connection 
with protection, preservation, maintenance, acquisition, or use of vessels involved 
in mortgage-foreclosure or forfeiture proceedings instituted by the United States, 
including payment of prior claims and liens, expenses of sale, or other charges 
incident thereto; for necessary expenses incident to the redelivery and layup, in 
the United States, of ships now chartered under agreements which do not call for 
their return to the United States; for payment of expenses of custody and husband- 
ing of Government-owned ships other than those within reserve fleets; and for 
payment of expenses of emergency repairs of ships in reserve fleets.: Provided, 
That said fund shall be credited with all receipts from charter of Government- 
owned ships under the jurisdiction of the Secretary of Commerce.”’ 


HOUSE REPORT 

No comment in the report. 

JUSTIFICATION 
Vessel operations revolving fund 

The vessel operations revolving fund was established to finance the operation 
of Government-owned dry-cargo ships by private operators acting as agents of 
the Maritime Administration to meet the increased demand during and since 
Korea for shipment of supplies, materials, atd other items for purposes of the 
national defense and foreign aid programs. Vessel operations under this fund 
which at peak consisted of 538 ships has been and is being continually reduced. 
Only very limited operations are currently contemplated for fiscal year 1956 
unless there is a change in our defense and foreign aid commitments. 

In view of existing world conditions, the estimates submitted to the Congress 
contemplated the retention of a basic minimum administrative (including finan- 
cial) staff under this fund so that, if conditions so require, rapid expansion of 
shipping services can be accomplished. Furthermore, the President’s budget 
included a proposed language amendment which would broaden the authority 
of this fund by making it available for ship operations and custody contingencies 
which are certain to develop but for which no source of financing will be available. 
There is no known basis for computing requirements for these contingencies; it 
is therefore difficult to request, in advance, specific appropriations to cover them. 
secause they will be of an emergent nature and largely uncontrollable, it will 
not be possible or to the best interest of the Government to await supplemental 
appropriation action. For these reasons we are of the opinion that these con- 
tingencies can best be financed through the vessel operations revolving fund. 

The House bill as reported makes no provision for the language change pro- 
posed in the President’s budget; neither does it make any provision for financing 
these contingent expenses through any other means. 

In addition to expenses of general agency operation which are provided for 
inder the fund, the specific type of expenses contemplated to be covered are: 
1) contingent expenses incident to ship mortgage-foreclosure and forfeiture 
actions; in 1955 these are being met by a specific 1-year appropriation which will 
not continue available in 1956, (2) expenses incident to deactivation and return 
of chartered ships to reserve fleets where not otherwise provided for in special 
charters, (3) expenses of custody and husbanding of Government-owned ships 
other than those in reserve fleets, and (4) incidental repairs to Government- 
owned vessels to permit their continued custody either in or out of fleets. 

The first item, that of ship mortgage-foreclosure and forfeiture contingencies, is 
an absolutely necessary one and funds are required for use in connection with 
current ship forfeiture suits filed by the Department of Justice in the district 
courts for alleged violation of the shipping laws. A number of vessels have been 
seized and some settlements effected. The appropriation made available in fiscal 
vear 1955 to finance Maritime Administration contingencies arising from these 
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transactions is currently being used in connection with 8 ships which have either 
been or are in the process of being returned to the custody of the Maritime 
Administration as a result of settlement; others will follow. Although the exact 
amount required for these contingencies cannot be accurately determined, there 
is no question but that there will be a positive requirement for funds for this 
purpose in fiscal vear 1956. We believe by the very nature of these contingencies 
that they can best be financed through the vessel operations revolving fund.  [f 
this approach is not approved by the Congress, further appropriation for this 
item will be an absolute necessity. 

The second item is a type of expense which has already arisen this fiscal year 
and for which the Comptroller General permitted the use of the vessel operations 
revolving fund in the absence of any other appropriate appropriation; that was the 
return to the United States of ships from Philippine charter upon their deliver, 
in the Philippines. Congress, under the Philippine Rehabilitation Act (Publi 
Law 370, 79th Cong.), authorized the charter of vessels at nominal rates of charter 
hire to Philippine nationals for use in rehabilitating their interislhand commerce 
The ships were already located in the Philippine area and, on the basis of nominal 
rates and congressional intent, were delivered and required redelivery in the 
Philippines. This therefore requires the Maritime Administration to return thes: 
ships to the United States for their deactivation and for custody in the resery 
fleets. 

The third item contemplates the possibility of the return of ships lend-leased 
to Russia. If these ships are returned, there is no control or prior knowledge as 
to the place or places they may be delivered. This could be at any of the ports 
in the United States, or, more probably, outside the continental limits of the 
United States. In the event, therefore, that the ships are returned, the Maritime 
Administration, in order to protect the Government’s property and to keep re- 
delivery costs to a minimum, will be-compelled to take immediate action of th 
type requiring the obligation of relatively large amounts of funds. However, no 
funds are currently available for such a development. 

The fourth contingency contemplates repair of vessels in Maritime Adminis- 
tration custody where their continued safe custody would be jeopardized. 

Currently, on the basis of decisions of the Comptroller General, only certain 
charter-hire receipts are deposited in this fund, the remainder going to miscellane- 
ous receipts of the Treasury. Under this proposal all charter hire would be 
deposited in the fund. This would provide a continuing source of revenue to be 
available for meeting the contingent expenses of the types referred to. This 
additional income will be required solely because the small number of ships cur- 
rently under general agency operation will not provide an income sufficient 
permit absorption of these additional costs. 

As illustrated by these examples, each item of this type is of an emergency 
character. None of these items could await supplemental appropriation action 
without serious detriment to the Government’s interest or the risk of incurri 
unnecessary outlay of funds. It appears that the most logical approach is that 
of using the vessel operations revolving fund on the basis requested. If this 
request is not approved, it will be necessary for the Department to submit a sup- 
plemental request for the necessary funds to meet these contingencies in order 
that the interests of the Government may be adequately protected. 
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Appropriation, 1955- 
Deduct nonrecurring repairs -- 
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By activity 
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adjusted 


Repairs 

lowing and incidental expenses 
Reserve fleet expenses 
Administrative expenses 


Gross requirements 


Total estimate of appropriation, 1956_-- 
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647, 000 
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General statement 


The estimates contained herein are for the purpose of carrying out the provisions 
of the Emergency Ship Repair Act, 1954 (Public Law 608). This act provided $25 
million in contract authority to initiate a program for repairing such vessels jn tho 
reserve fleets as will be required for mobilization purposes. Twelve million dollars 
was appropriated in fiscal year 1955 by Public Law 663 for liquidation of oblica- 
tions incurred under authority granted by the Emergeney Ship Repair Act. A; 
additional $6 million is requested for this purpose in fiscal year 1956. 


Justification 


In initiating this program, it was estimated that $25 million would be required 
for repairs to 105 vessels. Due to the fact that ships withdrawn from the fleets 
to date have had considerably less damages than originally anticipated, it is now 
estimated the 105 vessels can be repaired under this program at a cost of $18 
million. This estimate is reflected in the anticipated program accomplishment 
wherein it is contemplated that 70 vessels will be repaired in 1955 and 35 vessels 
in 1956 at a cost of $12 million and $6 million, respectively. The following tah| 
indicates a distribution of the total costs by activity for each year: 


1955 | 1956 


Repairs to vessels . $9, 650, 000 $4, 825, 000 
Towing and incidental expenses 1, 294, 000 647. 000 
Reserve fleet expenses Gs 756, 000 378. (00 
. Administrative expenses 1 300, 000 150. 0 


Total. iaidactad a utuna thse - 12, 000, 000 6, 000. 00K 


! Existing limitation is $150,000. This distribution assumes approval of a supplemental request for revisi 
of language. 


1. Re pairs to vessels: 1955, $9,650,000; 1956, 84,825,000 This program is de- 
signed to place in a higher degree of readiness ships which will be used as naval 
auxiliaries in the event of emergency. Approximately 350 such vessels in the 
reserve fleets have been designated for repair by the Department of Defense to 
meet the initial requirements of mobilization. Of this total, 105 vessels have been 
given top priority, 70 of which will be repaired in 1955 and 35 scheduled for 1956. 
The following table indicates the types of vessels to be repaired. 


Vessels to be repaired 


1956 


Troopers: Tugs: V4-M-Al 
C4-S ee 4 er ‘ Special projects 
C4-S-A3 ‘ aa io Liberty YAG_. 
C4-S-B: ) ere Liberty AKN 
Military auxiliaries: 

VC2-S-AP5 18 Total 

S4-SE2-BD1_-_. 8 

S4-SE2-BE1 ' 16 


P1-S2-L2 2 





The vessels selected for repair under this program, for the most part, have had 
no repairs since 1945—46 when they were turned over to the Maritime Administra- 
tion by the Navy. Practically all of them were placed in the reserve fleets without 
repair or condition survey. Consequently, the full extent of their repair require- 
ment cannot be determined prior to drydocking and a complete underwater and 
machinery survey is made. 

Original estimates contemplated that a considerable number of ships would re- 
quire major hull, topside, and machinery repairs resulting in an average repair cost 
in excess of $200,000 per ship. Ships withdrawn from the fleets to date have re- 
quired considerably less major repair work than anticipated thereby making it 
possible to repair a greater number of vessels during the current fiscal year at a 
much lower average cost. For the purpose of this estimate, an average of approx- 
imately $138,000 has been used, giving effect to current experience and providing 
for major repairs to a limited number of vessels. The estimated cost of converting 
the special-project ships scheduled will be in excess of this average and may ap- 
proximate $250,000 per ship. This cannot be clearly determined at this time due 
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F to the fact that none of these ships had been converted at the time this estimate 
was developed. The number of ships which can be repaired is necessarily subject 
to the extent of damage determined by survey. It is anticipated, however, that 
the average cost used should permit repairs to 70 vessels in 1955 and 35 in 1956. 

9. Estimated towing and incidental costs: 1955, $1,294,000; 1956, $647,000.— 
Fach ship requires towing from the reserve fleet to a shipyard for drydocking, then 
nossibly to another yard, depending on successful bidder for the repair work, and 
finally towed back to the reserve fleet for lay-up. 

Towing costs include tugs and assisting tugs; riding crew (wages, subsistence, 
and transportation); pilotage; and general agent fees during towing period. 
Incidental costs consist of preparation of the vessel for towing, shifting, and 
miscellaneous expenses. 

The selected ships are located in reserve fleet sites spread geographically within 

the Atlantic, gulf, and Pacific coast aistricts. Allocation of the vessels to specific 
shipvards will not be known until contracts are actually awarded. However, 
average towage costs per ship have been developed for each coastal area giving 
effect to the available yards and location of the fleets. The estimates for this 
purpose provide for 70 ships in 1955 and 35 ships in 1956. 
3. Reserve fleet expenses: 1955, $756,000; 1956, $378,000.—During the operation 
of reconditioning and repairing these ships, certain basic preservation already 
applied to the machinery and electrical equipment will necessarily be removed. 
Therefore, upov the return of the ships to the reserve fleets, restoration of basic 
preservation of the machinery and electrical equipment will be required prior to 
lay-up. 

‘The represervation of this equipment is equivalent to the application of basic 
preservation work (complete electrical and engine) to a ship received from opera- 
tion prior to its being placed in a lay-up status. This work, for example, con- 
sists of draining all boilers and equipment, flooding with oil the boilers and 
auxiliaries, cleaning and preserving firesides, preservation of those parts of the 
main propulsion machinery and associated equipment not preserved during the 
flooding operation, filling sea cocks with grease, preservation of the refrigeration 
plant, air compressors and emergency diesel generators, and the inspection and 
cleaning of all electrical equipment, ete. 

Development of the estimates for this purpose has been based on the types of 
ships to be repaired, the average preservation cost by type and the percentage 
of preservation to be restored. 

These expenses are reimbursable to the appropriation “Salaries and expenses.”’ 

1, Administrative expenses: 1955, $300,000; 1956, $150,000.—Personnel and 
ther costs such as travel, printing and reproduction, communications, ete., are 
required for administration of the repair program. These expenses are reimburs- 
able to the appropriation ‘‘Salaries and expenses.” 

The appropriation language approved for 1955 contains a specific limitation of 
$150,000 for administrative expenses. This amount is seriously inadequate and 
t is expected that a supplemental request for a language revision will be sub- 
mitted to inerease the limitation to $300,000. The amount available within the 
existing limitation does not permit adequate coverage of the ship while work is in 
progress and does not provide any staffing for either inventory of the ships or for 
audit of the repair contract expense and other expenses. This work can be ac- 
complished only through the diversion of regular personnel with consequent neglect 
of continuing maritime functions. The inerease in the number of ships to be 
repaired with the funds provided in 1955, as outlined above, serves to make the 
shortage of funds for administrative expenses more acute. 

The personnel are necessary to perform the following functions: 

Marine survey: Preliminary vessel survey will be made at the fleet site for each 
ship for the purpose of preparing specifications for drydocking and opening up for 
examination; preparation of final specifications for repairs found to be necessary 
after drydocking and opening; inspection of repair work as it progresses; and 
certification of work completion. 

Inventory: Inventories of materials aboard the vessels will be taken to deter- 

ne usability in the program, and to protect the Government’s interest in the 
materials remaining aboard the ship while outside the control of the Administration. 

Ship operations: Contractual arrangements for towing of vessels will have to 
be made and instructions issued to general agents concerning movement of the 
ships to and from the fleets. 

Material acquisition: It is contemplated that a considerable quantity of repair 
parts and spares will be centrally procured and supplied to the repair vards to 
effect savings by quantitv purchases. In addition, all requisitions will be screened 
against existing Administration-owned stocks, so that purchases will not be 
made of items already on hand. 
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Auditing: Audits of costs of labor, material, and overhead of the repair yar, 
will be made to enforce profit limitation provisions of the repair contracts ar ] 
audits of the amounts of general agents handling the movement of the vessels y 
be required. 

WAR SHIPPING ADMINISTRATION LIQUIDATION 


In the following tabulation, there is reflected an inventory of claims rem; tining 
unsettled as . June 30, 1954, of a total of more than 5,000 claims originally {j 
against the Government as an outgrowth of the functions of the former War 
Shipping Administration, involving the acquisition and operation of a vast flee 
of merchant-cargo and passenger vessels during a war emergency. From sy 
tabulation, it will be noted that there were some 482 claims outstanding at tha 
time, having a total claim value of $36,576,396 and an estimated settlement yaly 
of $15,833,397. 

Inasmuch as many of the claims reflected by the tabulation have been inyolyed 
in litigation in United States district courts for extensive periods of time, it i 
extremely difficult to forecast with any degree of accuracy the particular year 
which funds will actually be needed for settlement purposes. 

During the current fiscal vear $6 million was authorized for liquidation of thew 
claims. On the basis that this amount will be expended by the end of the fises 
vear, the estimated claim value of claims pending would be reduced to $9,833,397 
The request for an authorization of $5,900,000 for the fiseal year 1956 will. 
granted and disbursed, reduce this by approximately 60 percent, leaving approyi- 
mately 40 percent or $3,933,397 for liquidation in subsequent vears. In additio: 
approximately $146,000 per vear will be required to make monthly paym« 
bevond 1956 for crew disability benefits under Public Law 449, 78th Congress, 

The estimate for 1956 provides for the continuation of the language in effect 
fiscal vear 1955, which continued the availability of the unexpended balance of 
the appropriation to the Secretary of the Treasury in the Second Supplement 
Appropriation Act, 1948, for liquidation of obligations approved by the Genera 
Accounting Office as properly incurred against funds of the War Shipping Adminis. 
tration prior to January 1, 1947, but which placed a limitation on the amo 
that could be expended during the fiscal vear. 


Inventor y of claims pe nding settlement under the appropriation | for liquidat oO 
obligations against the former War Shipping Administration, as at June 30, 195 


Number 
— = | Amount 


] 
‘laime 
claims CEaEEG 


Tn litigation (United States district courts): 
Marine hull 
War-risk hull 
Crew war risk 
Just compensation 
Breach of contract 
Charter and related 
Collision 
Salvage 
Seamen 
Cargo 
Miscellaneous 





Total in litigation 


Not in litigation—Office of General Counsel: 
Stevedore 
Just compensation 
Breach of contract. 
Miscellaneous. - 





Division of insurance: 
Marine hull 
2d disputes addendum 
Marine protection and indemnity 
Crew, war risk 
Crew, Public Law 449--- 


init chisiehiintnis huscimitnintiion satiate wad ite ea Coeds 
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\aritiIME ADMINISTRATION APPROPRIATION “SALARIES AND EXPENSES’’— 
RESERVE TRAINING STATION 


= 


The budget estimate submitted to the Congress provides $67,900 for the main- 
tenance and preservation of the reserve training station at Alameda, Calif. Funds 
for maintaining this station during fiscal year 1955 were appropriated under the 
appropriation ‘‘Maritime training’’ and were reflected in the budget as a transfer 
inthe estimates. 

The House allowance, H. R. 6367, of $1,085,000 is the same amount appropri- 
ated in 1955 for maintenance of shipyard facilities and operation of warehouses 
agione. Thus, no provision was made for the maintenance and preservation of 
the Alameda Reserve Training Station. No funds were requested for this item 
ynder ‘Maritime training.”” The House allowance, apparently through over- 
sight, has the effect, therefore, of entirely eliminating this activity. 

Further evidence that funds for this activity were excluded by oversight lies 
in the fact that the language of the reported bill is identical to that approved in 
fscal 1955. The language provides for ‘‘Maintenance of shipyard facilities and 
operation of warehouses * * *.”’ 

Since both the language and the amount are identical to the 1955 appropriation, 
it appears that it was the intent of the House committee to provide the same 
funding level as was approved for the current year and merely overlooked the 
transfer in the estimates for the Alameda Reserve Training Station. 

There are two basic functions associated with the reserve installation: (1) the 
custodial responsibility involving the physical protection and security of the 
station as a whole, and (2) the maintenance of the property in a manner that will 
represent the best protection of the Government’s investment. The estimate 
provides for a continuous patrol of the properties and to carry out a program of 
maintenance, repair, and preservation of buildings and utilities. 

If we are required to absorb these costs within the amount authorized, we will 
be forced to either dispose of the Alameda station or reduce the maintenance and 
custodial staff at all of the installations to the point that it will be impossible to 
continue operations on an effective basis. 


NATIONAL DEFENSE PROTOTYPE VESSELS 


Senator HoLuaNnp. I will also place in the record a second letter 
from Senator Saltonstall, a member of this committee, respecting the 
ship-construction estimates, expressing concern at the House proposal 
to eliminate national defense prototype vessels. 

That was one of the matters that was giving you concern also, as 
I understand your testimony. 

Mr. Roruscninp. Yes, sir. 

(The letter referred to follows:) 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
May 26, 1955. 
n. SPESSARD I.. HOLLAND, 
Chairman, Subcommitlee on Commerce, 
Senate Committee on Appropriations, Washington, D.C. 


My Dear Mr. CuatrMan: I should like very briefly, but with all the emphasis 
I can command, to call the attention of your subcommittee to the request of 
$102%{9 million made by the Federal Maritime Administration for ship con- 

ruction, a sum which has been reduced by the House committee by $38,100,000. 

[ am especially disturbed by the fact that this reduction will eliminate those 
finds necessary for the construction of prototype cargo and tanker vessels. 

If we are to maintain our merchant marine ship-construction program for both 
commercial and defense needs on a level which will prevent obsolescence problems 
from developing and which will keep us in the forefront of all modern advances 
hip construction, such prototype vessels are absolutely essential. 

We must keep step with the research and experimental progress being made 
by other nations in ship construction. The prototype vessels in question are a 
Vital part of the maritime program in that regard. I hope very much, Mr. 
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Chairman, that your subeommittee wiil see fit to restore funds in sufficien 
amount to meet this imperative need. 
Thank you again for your courtesy. 
Sincerely yours, 
LeEVERETT SALTONSTALI 
United States Se nator 


LETTER OF SENATOR MARGARET CHASE SMITH 


Senator Smirn. Mr. Chairman, will you also include a letter whiet 
I will give you in a day or so at this point? 

Senator HoLuanp. | will ask the secretary to insert into the record 
at this point a letter whch will be delivered to you from Senator Smith 
bearing on the subject of the maritime schools. 

Did you wish to insert a letter also on the ship construction act? 

Senator Smiru. No, only on the schools. 

(The letter referred to follows:) 

UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
May 31, 1955 
Hon. Sinctain WEEks, 
Secretary of Commerce, 
Department of Commerce, Washington, D. C. 

My Dear Mr. Secretary: I am greatly disturbed at the attitude expessed by 
representatives of your Department with respect to the Maine Maritime Acadeny 
before the Appropriations Committees of the House and Senate. 

It is one thing to disagree on whether Federal assistance should be given for th 
operation of State maritime academies but I cannot understand indifference toa 
moral responsibility to those young men who have as yet not completed their 
training. I disagree with your decision to stop Federal aid to State maritime 
schools—but what I feel even more strongly about is the making of such a decisior 
without advance notice to these young men who have not as yet completed their 
course. 

It seems to me that the Federal Government has an obligation to continue its 
aid to State maritime academies at least until all students, as of the time of the 
decision, are given an opportunity to finish their training with the benefit of full 
Federal aid. Otherwise, I think the Federal Government would be acting like 
a party breaking a contract made in good faith with every such young man. 

Sincerely yours, 
MARGARET CHASE SMITH, 
United States Senator 


STATEMENT OF DEPUTY MARITIME ADMINISTRATOR 


Senator HoLLaNnp. Captain Ford, Deputy Maritime Administrator, 
offers a prepared written statement which will be placed in the record 
(The statement referred to follows:) 


The primary objectives of the Maritime Administration are twofold. Ones 
that of developing a greater degree of stability in an industry subject to severe 
economic fluctuations between feast and famine. The second, and_ probably 
the more important is that of fostering the construction and maintenance of 4 
merchant fleet in size and characteristics suitable for use of the Government 
in the event of a national emergency. Both of these objectives are essential it 
the national interest and have been completely supported by the expressions 0 
Congress in the various legislative acts adopted during the last 25 or 30 years 
These objectives are accomplished through an industry furnishing employmett 
to about 75,000 seamen on ships engaged in the coastwise, intercoastal, not 
contiguous and foreign trades of the United States, and a sustaining labor force 
of approximately 85,000 longshoremen, 100,000 ship-construction and ship-repall 
workers, as well as tens of thousands employed in other allied industries, such % 
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warehousing, company Operating staffs, marine insurance, ship chandlers, harbor 
workers and other essential maritime activities. It is an essential element of the 
economy of the United States. 

The budget which was submitted for fiscal year 1956 and which you currently 
are considering provided what we considered to be the minimum basic support to 
these objectives in fiscal vear 1956. For this reason we are greatly concerned 
about the very real effect that the appropriation bill as reported to the House 
has upon our attempts to meet these objectives. We therefore find it necessary 
to appeal to this committee and request that those items eliminated in the House 
bill be restored. In justification of this appeal the Secretary of Commerce has 
already transmitted to the committee statements outlining the effect of these 
reductions. I shall briefly refer to these items and attempt to emphasize the 
supporting reasons which prompted their being included in the budget. 


SHIP CONSTRUCTION 


We have made a start in fiscal year 1955 on a long-range ship construction 
program designed to maintain the nucleus of shipbuilding facilities and the mini- 
mum required shipbuilding labor force to provide an adequate shipyard mobiliza- 
tion base. We anticipate that shortly after the end of this fiseal year that we 
will have entered into contracts for the major portion of all the contracts antici- 
pated in that program. While the bill as reported to the House makes provision 
for the title V ship construction program requested in the 1956 budget, it does not 
provide the funds requested for the major portion of the ship-construction pro- 
cram directly concerned with offsetting mobilization deficiencies. 

The proposed ship-construction program for 1956 included a request for 
$23,500,000 for constructing 2 cargo ships and 1 high-speed tanker on an austerity 
basis for Government account. These ships were eliminated by the House Ap- 
propriations Committee. 

Construction of these ships is recommended at this time in order that we may 
develop detailed construction plans and specifications and obtain actual construe- 
tion and operating experience on these ships in advance of mobilization. Without 
constructive planning such as this, we could again approach an emergency, as 
we did in World War II, totally unprepared. At that time it necessitated con- 
centrating practically our full effort to the construction of the Liberty ship, of 
British design, which was actually outmoded before we built it. However, it 
was the only available ship type upon which plans and some experience had been 
gained and which could be readily adapted to wartime construction. Now is 
the logical time to prepare ourselves by developing plans and designs to iron out 
the “kinks,” and prove by operation and test all features of the ship from the 
standpoint of construction and operation suitability. 

These ships are intended to be constructed only as prototypes with defense 
mobilization primarily in mind. I wish to emphasize that point to clarify any 
existing misunderstanding as to the relationship of these ships to the cargo ship 
replacement program approved in the House bill for construction-differential 
subsidy covering five commercial cargo ships to be constructed by and for private 
operators under an accelerated replacement program. 

The United States Government does not have currently available plans for the 
construction of ships for mobilization purposes which would utilize machinery 
and components which are adaptable to mass construction and are obtainable at 
time of mobilization. We contemplate the use of a single hull design that will 
permit installation of either of 2 powerplants, 1 developing 7,000 shaft horse- 
power resulting in a 16-knot speed, and the second developing 10,000 shaft 
horsepower resulting in an 18-knot speed. The design and construction of these 
ships are planned on an austerity basis. They are intended to be suitable for 
wartime construetion and for transportation in the event of a national emergency. 
We have named these ships the Freedom ships. In their design every effort will 
be made to limit man-hours, critical materials, equipment, manning scales, and 
other requirements to a minimum consistent with the safety of the vessel. 

\t the time of construction we may find it advantageous to substitute for one 
of these ships a ship with a somewhat larger hull at the higher 18-knot speed, 
which we have named the Clipper class ship. 

We are advocating the construction of these ¢argo ships, because we consider 
it advantageous to divorce the potential wartime vessels from the peacetime com- 
mer_ially competitive ships to avoid the undesirable consequences of compromising 
nilitary suitability on a mobilization basis with commercial usefulness. 
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The high-speed tanker recommended for construction has been endorsed by the 
industry as well as the Department of the Navy. This tanker differs from th, 
mobilization cargo ships, however, in that its design incorporates many desirable 
commercial characteristics while not sacrificing a 20-knot speed and other features 
required for national defense. It will provide a tanker somewhat smaller }y; 
considerably faster than the average tvpe tanker now under construction fo, 
private commercial account. It is considered of primary importance that com. 
plete working drawings, construction, procurement, and operating experience }y 
obtained on this tanker prior to its need in an emergency. 

[ wish to emphasize, in connection with our request for restoration of this iten 
that this prototype program has been very carefully coordinated with the De. 
partment of the Navy, and, in all of our planning, the Chief, _— ‘aul Of Shi) 
serves as the coordinator for shipbuilding and repair for both the Navy Depart. 
ment and the Maritime Administration and all of our plans have their approval 
and are coordinated with their Planning Division. We believe that this progray 
is fully justified and request that these three ships be restored to the budget 

The tanker trade-in-and-build program, initiated in fiscal vear 1955, 
designed to serve two purposes, namely, to provide a national-defense reser 
tankers and to promote construction of new tankers by private operators ( 
United States-flag tanker fleet, private and Government owned, falls short }) 
more than a million and a quarter deadweight tons of meeting initial war 
requirements, For all practical purposes there is no tanker reserve to fill the ga 
between the start of a war and the time that a full mobilization shipbuilding py 
gram can be in full swing. Our present active tanker fleet is composed largel 
ships built during the emergency construction programs of World War TI, \ 
the present flag fleets of the major powers have been built up through new con- 
struction as a result of long-range postwar programs. This points up the 
that not only is the United States-flag tanker fleet falling behind foreign-flag 
fleets in tonnage but also in modernization and efficiency, while at the same time 
it is rushing headlong toward block obsolescence. From a national-defens 
standpoint, it is essential to have an orderly program of constructing improved 
high-speed tankers which will eventually result in a tanker fleet of activ: 
reserve tankers of adequate characteristics and numbers to meet early mol 
tion in the event of a war. 

The National Security Council has endorsed the tanker trade-in-and-b 
program and strongly emphasized that the initial goal should be the constructio 
of 20 new tankers for private account and the acquisition of 40 used tankers by the 
Government. One-half of this goal was included in the 1955 ship-constructio 
program. The 1956 estimates included $23 million for the second half of this 
goal. Based on the success of the program to date there is every reason to 
assume that the initial goal of the National Security Council could be substantially 
accomplished with the funds requested for 1956. However, this request was cut 
in half under the House bill. This will not only result in undue delay in accom. 
plishment of the program, but, in a sense, it dee ‘mphasizes its strong selling po 
to the industry by indicating a lessening of interest in the program on the pai 
the Government. We are asking the tanker industry to trade their usab le 
tankers to the Government, not for a profit, but just for the investment 
already have in them, with the stipulation that these companies then 
millions in new money to build modern tankers which they do not precisely need 
today, in order to contribute to the national-defense effort. 

I strongly urge your consideration of our request for restoration of this it 

Until fiscal year 1955, very little in the manner of funds has been appropriated 
during the postwar period for research and development purposes, notwithista! 
ing the statutory responsibilities placed on the Maritime Administratio 
investigating and keeping informed on the latest advances in ship design, p! 
sion machinery and ship operatIng gear. The American merchant mari! 
direct competition with other countries who are already extensively engas' tit 
long-range programs of ship research. It is imperative for the well-being YY 
merchant marine that we embark on a program of research designed to devel 
more efficient ships and more economical methods of operation, 

One of the most interesting of our new research and development programs 
the Liberty ship conversion and engine improvement program. This progral 
has several purposes. First, it will permit the Maritime Adminis tra tion | 
evaluate the possibility of upgrading the approximately 1,400 Liberty ships nov 
available in our reserve fleets. These are slow-speed, 10-knot ships ona wi 
many will be serviceable at 10 knots, the demands of modern warfare req 
that any ship should have a speed of at least 15 knots. Th> second purp 
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the program is to assist the American merchant marine in the development of 
new propulsion plants and to evaluate these new types against those already in 
existence. It is intended that these new engine propulsion plants will result not 
only in improved fuel economy, but also in lower maintenance, replacement, and 
operating costs. The third purpose of the program is to explore the possibilities 
of improving the existing standard cargo handling techniques by investigating 
new type cranes which will permit a reduction of inport time for our cargo ships. 

The Liberty ship conversion and engine improvement program authorized for 
fseal year 1955 is now well under way and a contract has been awarded for the 
conversion of one ship to steam turbine. This ship is being converted by Ira S. 
Bushey & Sons, Inc., at Brooklyn, N. Y., at a cost of approximately $1 million. 
The steam turbines and gears to be used have been taken from our own warehouse 
as an example of what can be accomplished by utilization of existing stockpiles. 
The hull of this ship has not been changed in order that we could investigate the 
strength and speed characteristics of our existing Liberty ships upon increasing 
the horsepower from 2,500 to 6,000 shaft horsepower. Cargo handling gear has 
been revamped and we are installing equipment especially suited for handling 
military type cargo. 

A contract has also been awarded on a second Liberty ship which is to be 
converted to diesel propulsion. This conversion is being made at the Key High- 
way Repair Yard of the Bethlehem Steel Co., in Baltimore, Md. Structural 
changes will consist of cutting off 110 feet of the bow section of the ship and 
replacing it with a new 135-foot section of finer lines, which will result in an 
overall increase of 25 feet in the length of the ship. This change is being made 
in an attempt to improve the sea-keeping quality of the Liberty ship. All of the 
present propulsion equipment will be removed and two Baldwin-Lima-Hamilton 
3,000 horsepower diesel engines driving through a reduction gear will be installed. 
These new engines are guaranteed to burn bunker C fuel which is less expensive 
than the diesel fuel customarily used in existing practice. We are experimenting 
with diesel engines burinng this type of fuel in order to evaluate the possibility 
of using this type of propulsion for ships. If this kind of propulsion can success- 
fully be used, it will result in considerable fuel savings. 

This conversion will also inelude the installation of experimental cargo gear 
onsisting of two types of moving cranes with the forward section to be fitted 
with transverse position cranes and the aft section with longitudinal position 

anes. The total cost for the conversion of this ship is approximately $3 million. 

addition to these two ships, contracts have also been awarded for the 
main propulsion equipment for the third and fourth conversions. The General 
Klectrie Co, at Schenectady, N. Y., working with Maritime Administration tech- 

‘ians has developed and will supply a new type 6,000 normal horsepower 2-shaft 
vas turbine driving through a reduction gear and a controllable pitch propeller. 
This controllable pitch propeller is being manufactured by the 8S. Morgan Smith 
(o., of York, Pa., and will be the largest controllable pitch propeller ever installed 
on a ship in the United States and we are pleased to report that we obtained a 
very favorable price on this equipment. The total cost of the propulsion ma- 
chinerv, including the turbine and the propeller, is approximately $908,000 for a 
“ost of $151 per shaft horsepower. This is comparable to the price of approxi- 
mately $150 per shaft horsepower for a steam plant. It is far below the cost of 
8310 per shaft horsepower required for the purchase of similar equipment in 
Kngland. This will be the first time an American company has produced this 
type of machinery for marine use. 

The main propulsion equipment in the fourth conversion will be a free-piston 
venerator-gas turbine combination and this contract has been awarded to the 
Cleveland, Ohio, diesel engine division of General Motors Corp. to supply six 
1,000 shaft horsepower gas generators driving through two 3,000 shaft horsepower 
turbines, each fitted with reversing elements and driving a fixed pitch propeller 
through a reduction gear. This type of propulsion is radically new in that it is 
the first installed in the United States and will be the largest propulsion unit of 
its type in the world. We are especially interested in the results of this conversion 
because of the promise of greater flexibility, fuel economy, and suitability of the 
equipment to mass production, The contract price of this propulsion equipment 
is $1,228,700. Both of these latter types of propulsion equipment will be installed 
in Liberty ships with the lengthened bow. You should, of course, understand that 
the cost of these four conversions are higher because they are experimental jobs. 
If the results of these experiments prove conversion of these types feasible, the 
tost per unit will be substantially reduced when conversions are effected in 
‘ubstantial numbers. 
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The total request for research and development programs for 1956 is $5 millioy 
This includes funds for the extension of the experimental conversion of ships to 
one additional Liberty ship. This will permit continuation of this development, 
work on the basis of findings of the current program 

It is proposed that the additional ship be fitted with a gas-turbine propulsig 
plant of further modified design which will give effect to developments and exper. 
ience obtained in the earlier program. We belie e that this entire gas-tiy 
field is one that holds forth much promise for the future. Other research an 
velopment funds requested for 1956 provided for continuing cargo-handlin 
search, advanced ship design, hydrodyvnamies, and ship-structure research 
addition, it contemplates the development and outfitting of one free-piston & 
tor gas-turbine-powered tug with controllable pitch propeller with all equi) 
controllable directly from the wheelhouse. 

The request for $5 million was reduced to $2.5 million in the House bill 
language providing authority to convert | ship in the reserve fleet and for resear 
development, and design expenses incident to new and ad anced ship d 
machinery, and equipment. This recommended allowance by the TLouse 
ever, is less than the estimated cost of the type of con, ersion planned for tt 
Liberty ship which is estimated at $3.4 million, and no funds would be ava 
for other planned research and development such as cargo handling, ship-st1 
research, advanced ship design, and hydrodyvnamies research. 

\ minimum of $5 million for fiscal vear 1956 is considered essential in 1956 
permit a continuing forward approach in marine research and developmental 
of endeavor. These research and development projects warrant special apy 
for inclusion in our 1956 program. 


é 
i 


OPERATING-DIFFERENTIA! SUBSIDIibE 


I believe that this committee is already aware of the importance that we 
upon making payment of operating-dierential subsidies to the holders of op 
ing-differential subsidv contracts on the most current possible basis. Thi 
very strongly brought out when we appeared before the Senate Appropriat 
Committee on March 25, 1955, in urging the appropriation of $60 million 
supplemental for fiscal vear 1955 for this program. The final action on this r 
was an appropriation of $50 million whieh was insufficient to permit Us to n 
all the payments that could be made prior to the end of fiscal year 1955. 

The estimate for 1956 contemplated this supplemental of 860 million a: 
this reason if the full amount of the estimate of $115 million for 1956 is grant 
we would be short of having sufficient funds to meet the minimum amount 
we believe we can pay in fiseal vears 1955 and 1956 

The action of the House committee in recommending an appropriation « 
million for this item in fiseal 1956 will cause further delay in making thes 
ments. 

The Department of Commerce and the Maritime Administration were g 
fied by the position taken by this committee when in reporting on the si 
supplemental appropriation bill for 1955 it stated that, “it is the opinion of tl 
committee that when there exists an obligation of the Government ineurred 
accordance with law with members of the publie, Congress should not take ar 
action to abridge the payments due by failure to provide the funds fully t 
satisfy debts as promptly as payments can prudently be made.”? From 
statement we were made aware of the fact that this committee is in full ac 
with the objectives of the Department and the Maritime Administration ji 
regard. 

There is no evidence that would indicate in any way that a lesser amount 
the amounts requested, both for 1955 and 1956, would be adequate to meet 
stated objectives 

Operating-differential subsidies paid under authority of title Vi of the Merchant 
Marine Act, 1936, as amended, have been consistently determined on a has's 
designed to place American shipowners on a par with their foreign competitors 
insofar as certain direct vessel operating costs are concerned. This principle of 
parity was clearly outlined by the Congress when the 1936 act was passed and 
has been so recognized by the Maritime Administration in the administration o! 
its operating-differential subsidy contracts. This acknowledges the fact tha 
since cargo rates of American operators, the source of income, must be competitive 
with those of foreign operators which have much lower costs of operation, th 
American operators could not continue to maintain scheduled services without 
a means of offsetting the considerably higher costs. 
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In return for this payment of subsidy, the operators are required to make certain 
specific commitments, among which are included the maintenance of regular 
scheduled services over specified trade routes and the replacement of obsolete 
yessels by vessels suitable to conversion as naval auxiliaries or otherwise useful 
to the United States in times of emergency. 

[It should be noted that on the basis of the budget estimate submitted for fiscal 
vear 1956, Which contemplated receiving the full amount of our request for fiscal 
1956, and on the basis of the supplemental request already approved by the 
(ongress, that there would remain at the end of fiscal vear 1956 nearly $100 
willion unpaid, of which amount not more than half would result from the first 
§ months of calendar vear 1956 operations. 

There is evidently no lack of understanding on the part of this committee of 
the importance of promptly meeting these obligations. There is an additiona 
factor, however, beyond the fact that the obligations should be promptly met, 
and that is the desires already expressed by the Maritime Administration and 
the various legislative committees of the Congress that have been currently holding 
hearings on ship replacement programs for the urgent need of getting under way 
programs with the subsidized operators for the orderly replacement of their ships 
which are approaching block obsolescence. 

The Government ean best facilitate the start of these programs by the prompt 
meeting of its abligations to the operators which will indicate—in the only manner 
in which it ean be adequately indicated—the Government’s intention to fully 
earry out its part of its obligations. 

These replacement commitments which the subsidized operators will be called 
upon to make are tremendous. It is estimated that the net ship replacement 
costs of the subsidized operators will approximate $1.6 billion. In view of our 
policy of encouraging private financing of the operators’ share of these replace- 
ment programs, it is important that the operators be in the soundest financial 
position possible to lend encouragement to this particular undertaking. 

We are already meeting with a measure of success in encouraging some of these 
operators to make a start on this replacement program and a lot of this encourage- 
ment has stemmed from the fact that a very substantial portion of our appro- 
priation request for 1955 has now been granted. This can only be assured, 
however, by the continued action of the Congress in making available the full 
amount that can be reasonably expected to be paid in fiscal year 1956. Restor- 
ation of the budget request for fiscal year 1956 to the amount requested is the 
best manner in which action of the Government can be demonstrated. We 
cannot too strongly urge this action at this time. 


VOYAGE LIMITATION ON MAXIMUM CONTRACTING AUTHORITY OF THE FEDERAL 
MARITIME BOARD 


The President’s budget contains a language provision under the appropriation 
heading ‘‘Operating-differential subsidies’? which for the first time recommends 
placing a limitation upon the contracting authority of the Federal Maritime 
Board. The voyage limitation contained in previous appropriation acts was a 
limitation on the number of voyages upon which subsidy may be paid for a specific 
year and was not restrictive upon the long-term obligating authority of the 
Board. The proposed language accomplishes this purpose by placing a limita- 
tion in the form of a maximum number of voyages which may be contracted for 
by the Federal Maritime Board, for the budget year as well as the ensuing years, 
subject of course to annual review of the limitation in the budget process. 

It is important that there be a complete understanding of the difference between 
these two voyage concepts. Operating-differential subsidy contracts contain a 
provision outlining the minimum and the maximum number of voyages to be 
made by each operator in each service. These minimums and maximums are 
keyed to the traffic requirements of a particular service or trade route as a result 
of recommendations of trade-route studies. These minimum and maximum con- 
tract provisions of these contracts represent a contracting obligation of both the 
Government and the operators. Therefore in considering the maximum con- 
tracting authority of the Board on a voyage basis, it is necessary to consider 
maximum voyages under contract. This is not the type voyage limitation con- 
tained in 1955 and previous appropriation acts. The actual sailings made each 
year vary in accordance with the month-to-month offerings and usually are 
somewhere in between the minimum and the maximum. 

Whereas the President’s budget recommended a ceiling of 1,847 voyages for 
this purpose, on this revised basis in fiscal year 1956, House Document No. 126 
changed this recommended limitation to 2,000 voyages. 
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This recommendation contained in the House document gave recognitio; 
the fact that the pending applications before the Board or in the process of fjjj, 
at the time this limitation was under discussion exceeded to a considerable exten: 
the limitation of 1,847 voyages. There have been further applications filed sinoo 
the House document was transmitted which would bring the maximum voyage 
requirement on the basis of applications or contemplated applications to 2982 
voyages. Our appeal, however, is directed to restoration of the 2,000 vovya 
recommended under House Document No. 126. 

This limitation for a maximum of 2,000 voyages was considered necessary to 
provide the Federal Maritime Board with flexibility in awarding contracts fo, 
services which would best promote the objectives of maintaining and modernizing 
our merchant marine. This flexibility is essential in order that the Feders 
Maritime Board may impartially give consideration to those applications that 
were then pending or upon which there had been discussions, and upon wh 
applications were anticipated at the time this new approach to restricting { 
contracting authority of the Board was being considered. 

The language in the House bill retained the number of voyages as 1,847 and 
added a further proviso that, “not less than 112 shall be for operators who hay 
not held contracts prior to July 1, 1955.” This proviso would permit not 
exceed 1,735 voyages for operators currently holding operating-differential subsid 
contracts. 

In our appeal statement we incorporated a tabulation outlining the status 
minimum and maximum vovages under contract and those required for pending 
applications for both existing operators and new operators. As of eurrent dat 
the Federal Maritime Board has entered into contracts with operators provi 
for a maximum of 1,733 voyages. With the exception of two vovages is 
completely utilizes all of the voyages provided for existing operators under the 
House language for fiscal year 1956 and precludes any possibility of the Board 
giving any consideration to pending applications for these same operators w! 
provide for sailing adjustments requiring an increase of 68 vovages. 

In addition, applications are now either on file or are in process of being filed 
requesting 282 voyages for new operators, which would be those operators w! 
do not now or would not as of July 1, 1955, hold operating-differential subsidy 
contracts. For this group the House bill reeommends not less than 112 vovages 

It is therefore apparent that not less than 1,801 voyages would be required for 
maximum voyages under contract for existing operators as of July 1, 1955. 0) 
the basis of a 2,000 limitation, there would be 199 available for new operators 
These specific factors clearly demonstrate that the voyage limitation as con- ] 
tained in the House bill has the effect of stifling the authority of the Fi 
Maritime Board and would restrict it from carrying out objectively its authorit 
already provided by law. 

For these reasons, full restoration of the 2,000 voyages and removal of t 
restriction on the number to be provided for new operators is requested, 


SALARIES AND EXPENSES 


In some respects, our most urgent need for restoration of funds is in the appro- 
priation ‘‘Salaries and expenses.”’ This is true because lack of an adequat 
technical staff and insufficient factual data can have serious repercussions in the 
handling of contracts involving hundreds of millions of dollars, insufficient 
custodial and preservation personnel can jeopardize the Government’s investment 
of billions of dollars in our warehouses, shipyards, and reserve fleets. 

In the area of administrative expenses we are requesting restoration of funds 
required for approximately 41 positions which cannot be financed within t! 
House recommendation, 

Due to budgetary reductions over the past several years very serious staf 
deficiencies have developed in several of our administrative areas. The budget 
estimate made provision for modest increases in carefully selected areas wher 
activities have been partially or completely neglected only because funds wer 
not available in the current year. Since June 30, 1950, the agency’s administrative 
staff has been reduced 47 percent. More recently, between June 30, 1954, and June 
30, 1955, the staff has been reduced by 97 positions. Thus the staff planned for 
direct activities for 1956 was 40 positions less than the number of employees 0D 
the rolls as of June 30, 1954. The following represent the principal areas where 
staff has not been available or has been inadequate for performance of workload: 
(a) operating subsidy analysis; (b) ship operations analysis; (c) continuing ship 
construction activities; (d) statistical data analysis; (e) general management. 
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nition | The President’s budget provided funds for 57 positions to cover our deficiencies 
Of filing Mf jn the above areas. The House allowance finances only 16 of them. Our justi- 
le extent ff fcation document has detailed justifications for the 41 positions we request to 
led since Mf he restored. Permit me, however, to make some general remarks. 

1 VOVage In the area of administration of the subsidy programs, due to current budgetary 
to 2.083 HB pstrictions, only one subsidy operations examiner is provided in each of the 
Voyages Mg district offices to carry on investigations and analyses of subsidized operators’ 

methods of operation. This staff is inadequate for thorough review of the opera- 

‘SSary to Mons of each subsidized line, comparison of costs of the various lines and, par- 
racts for Mticularly, for finding the best techniques for controlling costs. The additional 
lernizine MM sbsidy analysis personnel requested should provide savings in subsidy payments 

Fedora] Mi made by the Government far in excess of the salaries of the personnel required to 
ONS that e employed for this work. 

We are asking for transfer of 11 ship operations analysis personnel from the 
essel operations revolving fund to our direct appropriation. Heretofore, these 
yersonnel were primarily concerned with the direction and supervision of the 
vessel operating program. of the National Shipping Authority. Now, however, 
that activity has been reduced considerably. On the other hand whether or not 
we are directly engaged in the actual operation of ships, we do have a continuing 
requirement for specialists experienced in ship operations in connection with new 
r revised operating subsidy contracts, new ship construction and betterments. 

With respect to continuing ship construction activities, the Office of Ship 
Construction has not had adequate technical staff fully to discharge its responsi- 
pilities with respect to activities of the agency not related to active ship con- 
struction programs. This technical staff must be augmented due to the need, 
primarily, for developing a long-range shipbuilding program, including designs 
for new ships, and for participating in development of new procedures for deter- 

e Board §@ mining subsidy construction rates. 
rs. whic! There has been a long-standing need to expand our statistical program. We 
need to be constantly informed of current trends as well as past performance of 
many aspects of the shipping industry in order that we may be able to render 
ors who @ wound and equitable decisions in matters concerning regulation of shipping, 
subsidy perating and construction differential subsidy rates, and in formulating and 
Vovages, xecuting the Government’s broad policy of fostering and improving the merchant 
lired for marine. We have been so understaffed in this area that even though data have 
55. Or been available to us, we have not been able to analyze it or have been compelled 
yerators to shortcut our analyses. We have received requests from Members of the 
as con- Congress and others for maritime labor data which we were unable to furnish 

Federa lue to lack of personnel. 
authority The continuing budgetary reductions of the past few years have resulted in 
erious personnel deficiencies in the management function of the agency. The 
President’s budget included funds for 17 positions, the House allowance permits 
one. While the justification document furnishes information on all of the areas, 
ermit me to cite one of them. The liquidation of War Shipping Administration 
tivities is a very good example where costs of an increase in staff are more than 
ffset by savings realized or receivables collected. This program item involves 
primarily the conelusion of all outstanding financial matters in connection with 
each general agent under a service agreement with the former War Shipping 
Administration. Several millions of dollars of open items and/or claims require 
liquidation. An inerease in this staff is required to accelerate liquidation efforts 
because additional delays will inevitably operate to reduce potential receivables 
and/or inerease potential liabilities of the Government. 

The additional management personnel in other areas are essential to assist 
the Federal Maritime Board and the Maritime Administration in carrying out 
its broad responsibilities to assure the United States a strong merchant marine. 

The reduction imposed by the House on funds for shipyards, warehouses, and 
training stations not only eliminated the urgent deferred maintenance items but 
failed to recognize the need for funds to meet two new items costing approxi- 
ds were mately $100,000. One of these, an estimated $67,900 for custody and mainte- 
strative nance of the Alameda Training Station in a standby status, is a transfer in the 
nd June HM estimates. This item was apparently overlooked since there is no indication in 
ned for ther the report or the language that it was considered. As a result no funds 
yoes Of ire provided in any appropriation for this activity which was financed under the 
s where Hl “Maritime training” appropriation in fiscal vear 1955. The other item is an 
ricload: Increase in rental at the Delta Shipyard in New Orleans where a warehcuse is 
ng SDIP i operated. This increase results from the transfer of custody of this vard from 
nt. General Services Administration to Navy. We are required by the Navy to pay 
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a proportionate share of the cost of maintaining the entire vard whereas only q 
nominal payment was made to General Services. While this increases the cost : 
Maritime, it does not represent any increase in total Government expense. It; ig 
not possible for Maritime to absorb the cost of these two items within the amount 
authorized. The staffing at the warehouses and shipyards has been stabilized 
for several years at the minimum for safe custody, maintenance, and ope ration. 
The staff reductions necessary to absorb these costs would seriously cripple w 
house operations and curtail protection forces below a safe level. 

The repair projects proposed in the budget estimate and eliminated by the 
House include only the most urgent deferred maintenance items. The demolition 
of the piers and ways at the Wilmington shipvard is long overdue. These strye. 
tures are a serious fire hazard, a danger to personnel and a potential menace to 
navigation. The proposed repairs to roof, waterlines and sunken areas in other 
shipyards are considered of vital importance to the protection of the property anq 
the valuable machinerv stored therein. 

The amount allowed for reserve fleet expenses will not permit any inroad into 
the backlog of recurring preservation work. We believe it to be of extreme 
importance that the funds proposed for this purpose be approved if we are t 
continue our efforts to maintain a reserve of merchant ships. These ships cannot 
long be considered as a ready reserve unless the recurring preservation steps are 
maintained on schedule. Failure to provide the staff and funds necessary to 
eliminate the backlog and to continue to carry out the necessary preservation wil 
mean further unwarranted depreciation in the value of the shins. 

We request that consideration be given to the nronosed language changes under 
the “Salaries and expenses’’ appropriation. These include a request that no 
specific limitation be established under this appropriation other than permissive 
language for the entertainment of foreign officials and purchase of four passenger 
motor vehicles in order that we may be provided with a means of more effective 
and economical programing of funds through greater administrative flevxibilit: 
which would permit adjustments in program necessitated by unforeseen 
emergencies. Authority to purchase 4 passenger motor vehicles is requested for 
replacement of 4 overage passenger cars having excessive mileages which are 
used at field installations for the transportation of marine surveyors, inventory 
surveyors, and operating personnel to ports, harbor and ship construction and 
repair vards, most of which are not served by public transportation facilities or 
General Services Administration motor pools. 

It is our sincere belief that restoration of the comparatively small amounts 
requested and acceptance of the proposed language changes will result in savings 
in property and in other appropriations of many times the costs here involved. 


are. 


VESSEL OPERATIONS REVOLVING FUND 


The vessel operations revolving fund was established to finance the operatio1 
of Government-owned dry-cargo ships by private operators acting as agents of 
the Maritime Administration to meet the increased demand during and si 
Korea for shipment of supplies, materials, and other items for purposes of 
national-defense and foreign-aid programs. Vessel operations under this fund 
which at peak consisted of 538 ships have been and are being continually reduced 
Only verv limited operations are currently contemplated for fiscal vear 1956 
unless there is a change in our defense and foreign aid commitments. 

In view of existing world conditions, the estimates submitted to the Congress 
contemplated the retention of a basic minimum administrative (including finan- 
cial) staff under this fund so that, if conditions so require, rapid expansion of 
shipping services can be accomplished. Furthermore, the President’s budget 
included a proposed language amendment which would broaden the authority of 
this fund by making it available for ship operations and custody contingencies 
which are certain to develop but for which no source of financing will be available 
There is no known basis for computing requirements for these contingencies; it is 
therefore difficult to request an advance specific appropriation to cover them 
Because they will be of an emergent nature and largely uncontrollable, it will not 
be possible or to the best interest of the Government to await supplemental 
appropriation action. For these reasons we are of the opinion that these con- 
tingencies can best be financed through the vessel operations revolving fund. 

The House bill as reported makes no provision for the language change proposed 
in the President’s budget; neither does it make any provision for financing these 
contingent expenses through any other means. 

In addition to expenses of general agency operation which are provided for 
under the fund, the specific type of expenses contemplated to be covered are 
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1) contingent expenses incident to ship mortgage-foreclosure and forfeiture 
actions; in 1955 these are being met by a specific 1-year appropriation which will 
not continue available in 1956, (2) expenses incident to deactivation and return 
of chartered ships to reserve fleets where not otherwise provided for in special 
charters, (3) expenses of custody and husbanding of Government-owned ships 
other than those in reserve fleets, and (4) incidental repairs to Government-owned 
yessels to permit their continued custody either in or out of fleets. 

The first item, that of ship mortgage-foreclosure and forfeiture contingencies, 
isan absolutely necessary one and funds are required for use in connection with 
current ship forfeiture suits filed by the Department of Justice in the district 
courts for alleged violation of the shipping laws. A number of vessels have been 
seized and some settlements effected. The appropriation made available in fiscal 
year 1955 to finance Maritime Administration contingencies arising from these 
transactions is currently being used in connection with eight ships which have 
either been or are in the process of being returned to the custody of the Maritime 
\dministration as a result of settlement; others will follow. Although the exact 
amount required for these contingencies cannot be accurately determined, there 
js no question but that there will be a positive requirement for funds for this 
purpose in fiscal year 1956. We believe by the very nature of these contingencies 
that they can best be financed through the vessel operations revolving fund. If 
this approach is not approved by the Congress, further appropriation request for 
this item will be an absolute necessity. 

The second item is a type of expense which has already arisen this fiscal year and 
for which the Comptroller General permitted the use of the vessel operations 
revolving fund in the absence of any other appropriate appropriation; that was 
the return to the United States of ships from Philippine charter upon their de- 
livery in the Philippines. Congress, under the Philippine Rehabilitation Act 
Public Law 370, 79th Cong.), authorized the charter of vessels at nominal rates of 
charter hire to Philippine nationals for use in rehabilitating their interisland com- 
merce. The ships used were already located in the Philippine area and, on the 
basis of nominal rates and congressional intent, were delivered and required 
redelivery in the Philippines. This, therefore, required the Maritime Adminis- 
tration to return these ships to the United States for their deactivation and for 
ustody in the reserve fleets upon the expiration of charter. 

The third item contemplates the possibility of the return of ships lend-leased to 
Russia. If these ships are returned, there is no control or prior knowledge as to 
the place or places they may be delivered. This could be at any of the ports in 
the United States, or, more probably, outside the continental limits of the United 
States. In the event, therefore, that the ships are returned the Maritime Admin- 
istration, in order to protect the Government’s property and to keep redelivery 
costs to @ minimum, will be compelled to take immediate action of the type re- 
quiring the obligation of relatively large amounts of funds. However, no funds 
are currently available for such a development. 

The fourth contingency contemplates emergency repairs of vessels in Maritime 
Administration custody where their continued safe custody would be jeopardized. 

Currently, on the basis of decisions of the Comptroller General, only certain 
charter-hire receipts are deposited in this fund, the remainder going to miscel- 
laneous receipts of the Treasury. Under this proposal all charter-hire would be 
deposited in the fund. This would provide a continuing source of revenue to be 
available for meeting the contingent expenses of the types refererd to. This 
additional income will be required solely because the small number of ships cur- 
rently under general agency operation will not provide an income sufficient to 
permit absorption of these additional costs. 

As illustrated by these examples, each item of this type is of an emergency 
character. None of these items could await supplemental appropriation action 
without serious detriment to the Government’s interests or the risk of incurring 
unnecessary outlay of funds. It appears that the most logical approach is that 
of using the vessel operations revolving fund on the basis requested. If this 
request is not approved, it will be necessary for the Department to submit a 
supplemental request for the necessary funds to meet these contingencies in order 
that the interests of the Government may be adequately protected. 


SHIP CONSTRUCTION 


Senator HoLuanp. Is there anything which you wish to add to your 
prepared statement? 
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Captain Forp. If you are not going to go through the staten 
sir, I would like to touch briefly on the part devoted to ship cons iad 
tion, in which the funds for title VII shipbuilding were eliminate, 
along with the funds for research and development. I have covered 
the reasons for requesting these funds in the interests of nationa] 
defense, the fact that these are prototype ships, that it is essentia] 
that we build them, develop them, and operate them, and have thp 
plans available in an emergency. I note that the chairman of thp 
subcommittee of the House made a statement on the floor which reads 
as follows: 

PROTOTYPE VESSELS 


The $23,500,000 re que sted for construction fo 3 prototype vessels for the 
time Administration is not recommended by the subcommittee at this time. I 
view of the advent of atomic powered vessels, the committee does not feel justify 
in recommending the expenditure of large amounts for construction of conventions 
type prototype vessels. 

I feel, Mr. Chairman, that I should state at this time that thor 
have been a number of statements made, some responsible and son 
irresponsible, to the effect that nuclear powered vessels will in a short 
period of time replace all of the present conventional type ships that 
are on the seas. 

Nothing could be farther from the truth. The ships that are being 
built today and that will be built for the next 10 years will be ab " to 
live and be useful for their normal span of life which would be 20 
years. 

ATOMIC POWERED VESSELS 


The House Merchant Marine and Fisheries Committee conducted 
hearings a week ago in which they had various experts from the Atomic 
Energy Commission, and various others from the maritime field, and 
I believe that they fairly well established the fact that within tly 
next 10 years there will be very, very few atomic-powered vessels on 
the seas. 

These vessels will be technically feasible. It is possible to put 
atomic plant in the present merchant-type ship, but the question of 
their economic feasibility is the one with which the merchant marin 
is concerned. All of the statements which have been made in this 
regard lead us to the belief that at the present time they are not 
economically feasible, and it will be some time before we are able 
prove that they are. And when they are, they will be adapt: able for 
special purposes and not for all ships that are presently in use. Th 
conventional powerplants, the steam plants, the diesel and the gas 
turbine plants will still be required to move ships on the sea. 

Senator HoLLanp. You are asking, therefore, for the restoration 
of those amounts for the construction or reconstruction of prototype 
ships? 

Captain Forp. Yes, sir, we consider that this is one of the most 
essential parts of the maritime program which we initiated last veat 
with the modernization and engine-improvement program which \ 
began with 4 Liberty-type vessels. "dye 

This is a pure national defense item and we think one of the most 
important activities of the Maritime Administration. 

Senator HotLtanp. Have you any questions, Senator Smith? 

Senator Smitu. I have no questions. 
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SUBSIDIES EARNED AND PAID 


Senator HoLttanp. The Board has provided us with a statement 
showing the estimated cumulative subsidies earned from postwar 
vontracts, estimated recaptures, and other data dealing with payments 
made and balance unpaid estimated as of June 30, 1955. 

Is there any sound reason why this statement should not be included 
the record showing how much each line has earned and how much 
each has been paid as well as the amounts due? 

Mr. Roruscuitp. None that I know of, sir. 

Senator HoLuaNnp. It is a matter of public information, is it? 

Mr. Roruscui.p. Yes, sir. 

Senator HoLLANp. Unless there is objection, then, the item will be 
placed in the record. 

The document referred to follows:) 
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Senator HoLLanp. Does that complete the showing for the Mari- 
time activities? 
Mr. Roruscui.p. Yes, sir. 


Bureau or Pusuic Roaps 


STATEMENTS OF LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR 
TRANSPORTATION ; GEORGE T. MOORE, ASSISTANT SECRETARY 
OF COMMERCE; OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; CHARLES D. CURTISS, COMMISSIONER; FRANCIS C. 
TURNER, ASSISTANT TO COMMISSIONER; JAMES C. ALLEN, 
ACTING DEPUTY COMMISSIONER; EDWARD J. MARTIN, BUDGET 
OFFICER; HENRY F. HOLLAND, ASSISTANT SECRETARY OF 
STATE FOR INTER-AMERICAN AFFAIRS; JACK D. NEAL, 
DEPUTY DIRECTOR, MIDDLE AMERICAN AFFAIRS; AND CHARLES 
P, NOLAN, OFFICER IN CHARGE OF TRANSPORATION AND 
COMMUNICATION FOR BUREAU OF INTER-AMERICAN AFFAIRS. 


FEDERAL-AID HIGHWAYS 


Senator HoLtianp. Next of the transportation activities in the De- 
partment which are under the supervision of the Under Secretary for 
Transportation, Mr. Rothschild, is the Bureau of Public Roads. 

The first appropriation is that for Federal aid to highways. In the 
act approved last summer there was provided increased authority for 
obligating Federal funds for public roads and provision was made for 
60 percent Federal contribution for the interstate highway system. 
An appropriation is requested to liquidate the obligations incurred for 
Federal reimbursement to States for their roadbuilding under that 
act and under prior acts. 

| think I should say that most of this amount now due would have 
to be under prior acts, because the act of last year could not have come 
into effect except as to contractual authority given and could not be 
reflected in this request for appropriations. The House allotted $600 
iullion for this purpose, which is $80 million less than the budget 
estimate, and $5 million more than the 1955 appropriation. 

The Department has requested the Senate to consider restoration 
of the full amount of the House cut. 


AMENDMENT, JUSTIFICATION, AND SUMMARY TABLES 


The amendment requested by the Department, justification pro- 
vided, data provided, and summary tables will be placed in the record 
at this point. 

The documents referred to follow:) 
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BurREAU OF PuBLic Roaps 
FEDERAL-AID HIGHWAYS 
(House hearings, pp. 528 to 539 and 575 to 588) 


Page 17, line 16, of H. R. 6367 as reported. 
1955 appropriation__......-_-- - -. $595, 000, 009 
1956 budget estimate 680, 000, 009 
1956 House allowance______________- 600, 000, 009 
Increase (+) or decrease (—) 1956 estimate over 1955 appropria- 

Hon. ........ : Sas _...---- +85, 000, 0M 
Increase (+) or decrease (—) House allowance from 1956 estimate. — 80, 000, 00 
Restoration requested_.._....----- _ 80, 000, 000 


AMENDMENTS REQUESTED 


On page 17, line 19, strike out ‘‘$600,000,000”’ and insert ‘‘$680,000,000’’. 
On page 17, line 21, strike out ‘‘$248,500,000” and insert “$328,500,000”’. 


HOUSE REPORT 


“The bill includes $600 million for the Federal-aid highway program for tle 
coming fiscal year. This is an increase of $5 million over funds provided for the 
current year and is a decrease of $80 million in the budget estimate for 1956. — This 
amount will completely liquidate funds authorized for 1954 and will cover near! 
half of the 1955 authorizations. Actual payment usually is made from 15 to 1§ 
months after contracts are approved. The action of the committee should in: 
way delay the approved construction program.” 


JUSTIFICATION 


The 1956 budget estimate in the amount of $680 million for Federal-aid high- 
ways represents the minimum amount that will be required to reimburse the States 
for the Federal share of work accomplished on approved projects on the Federal-aid 
highway systems during the fiscal year. It provides also for administrative 
engineering, and research expenses in connection with the supervision of the 
Federal-aid program. 

During the 1955 fiscal year the Federal-aid program has reflected a marked 
acceleration as the States advanced their programs to utilize the larger annual 
authorizations provided by the Federal-Aid Highway Act of 1954. This act 
authorized the sum of $875 million for each of the fiscal years 1956 and 1957, 
representing an annual increase of $300 million, or 52 percent more than the 
amounts authorized by the Federal-Aid Highway Act of 1952. Acceleration of 
the Federal-aid program has been made possible not only by the increase in th 
annual authorizations, but also by the apportionment to the States of the 195! 
funds, 6 months in advance of the normal apportionment date. The apportion- 
ment was effective July 1, 1954, in this case. 

The States have met the challenge of increased Federal funds by stepping \ 
their Federal-aid programs to new record highs. During the calendar year 14 
the States programed projects totaling $777 million in Federal-aid funds, an in- 
crease of 60 percent over the previous year. The Federal share of projects for 
which plans were approved during the calendar year 1954 totaled $685 million, a 
increase of $137 million or 25 percent over the previous year. The other steps i! 
the operation of the Federal-aid program increased proportionately in 1954 over 
1953, continuing to establish new records. 

Funds available for the 1955 fiscal year totaled approximately $595 million. 
Expenditures through April 30, 1955, have totaled approximately $532 million, 
leaving a cash balance on May 1 of about $63 million. Claims submitted during 
the months of May and June of the previous fiscal year totaled $85 million, whereas 
it is anticipated claims will be received during May and June of the current fiscal 
year in the amount of approximately $93 million. Payments during May of this 
year through the 20th of the month have totaled $40 million, in contrast to pay- 
ments of $25 million during the same period of May 1954. It is therefore apparent 
that funds available for the 1955 fiscal year will not be adequate to continue pay- 
ments through the month of June 1955. It is estimated that claims for reim- 
bursements submitted by the States, totaling approximately $30 million, will 
carried forward to the 1956 fiscal year for payment. 
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The budget estimate for Federal-aid highways is determined graphically by 
projecting the time interval, or lag, between plan approvals and payments for 
work done. This time lag represented 15% months on July 1, 1954. The estimate 
of $680 million for fiscal year 1956 is based on anticipated continuation of the 
154-month lag that prevailed on July 1, 1954. In view of this lag, the expendi- 
ture estimate for the 1956 fiscal year is now based upon actual totals for plans 
approved. 

The total of unliquidated obligations as of April 30, 1955, was in the amount 
of $876,242,581. A statement is attached reflecting the distribution of this total 
by States. It is estimated that during the fiscal year 1956 new obligations will 
be recorded upon approval of plans submitted by the States in the amount of 
approximately $840 million. 

The reduction of $80 million recommended by the House Appropriations Com- 
mittee would result in exhaustion of funds several montns before the end of fiscal 
year 1956, after which time reimbursement claims submitted by the States could 
not be paid until a supplemental appropriation is approved. 

On this basis it is reeommended that the House reduction of $80 million be 
restored. 

Unliquidated obligations as of Apr. 30, 1955 


State Amount State Amount 
Alabama ’ $20, 266, 685 | New Jersey $10, 033, 085 
Arizona _ 6, 466,075) New Mexico 7, 512, 538 
Arkansas , 556, 744) New York___._--_._--.. 93, 277, 763 
California 55, 231, 395] North Carolina___._..... 27, 374, 675 
Colorado 691, 553 | 7, 537, 295 
Connecticut. ------ 5, 820, 837 37, 045, 702 
Delaware , 206, 439 3, 488, 410 
Florida___- , 122, 816! Oregon 7 527, 451 
Georgia - - ~~ - , 430, 686} Pennsylvania 672, 204 
Idaho 9, 895, O81 | Rhode Island 5, 921, 112 
IGM sacs cecwnn cca 45, 533, 037 | South Carolina________- , 838, 867 
Indiana 34, 353, 099 | South Dakota 294, 110 

627, 401 | Tennessee 852, 137 

De ea a pac ie Re) aC .-- 953, 652,375 
Kentucky 329, 388 247, 868 
Louisiana 181, 941 | Vermont 943, 898 
Maine 5, 596, 037 | Virginia 5, 117, 551 
Maryland 057, 121) Washington 532, 863 
Massachusetts_....-.--- 5, 338, 913 | West Virginia 9, 461, 255 
Michigan }, 326, 928 | Wisconsin ), 246, 258 
Minnesota ), 054, 402| Wyoming », 525, 360 
Mississippi 3, 756, 778 | Hawaii-___ 3, 448, 811 
Missouri 32, 443, 967 | District of Columbia___ 6, 442, 093 
Montana , 443, 438 | Puerto Rico Z 7, 408, 121 
Nebraska , 123, 788 ——— — — 
Nevada », 913, 761 Total 876, 242, 581 
261 





Summary of requirements 


$500, 000, 000 
95, 000, 000 


. 595, 000, 000 
Deduct: 1955 appropriation applied to contract authorization... —595, 000, 000 


Base for 1956 0 
Requirements for 1956: Cash to be applied to contract authori- 
zation 680, 000, 000 


680, 000, 000 
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EXPLANATION OF LANGUAGE CHANGES 

The” Federal-aid highway language is amended to provide for reimbursing 
Federal-aid highway funds for sums expended for the purposes authorized by the 
act of July 29, 1946 (60 Stat. 709) relating to the design of dams for bridge founda- 
Section 4 of the act of July 29, 1946, authorizes the Commissioner of 
Public Roads to expend not more than $10 million of regular Federal-aid highway 
funds to reimburse any agency for any additional costs which it may be required 
to incur because of the design and construction of any such dam so that it will 
constitute and serve as a foundation for a public highway bridge upon and across 
such dam, Section 4 also authorizes to be appropriated any sums necessary to 
reimburse the funds so expended by the Commissioner of Public Roads from time 
to time. The proposed language for fiscal year 1956 contemplates effecting the 
first reimbursement from the $10 million authorization and the sum requested 
represents total expenditures for this purpose from the date of enactment of the 
act to June 39, 1954. 

Additional information concerning this program has been included in the nar- 
rative justification for Federal-Aid Highways; bridges over dams. 

Necessary changes have been made in the text to relate the budget estimate to 
the applicable fiscal year authorizations. 


tions. 


FrEDERAL-AIp HIGHWAYS 


Obligations by activities 


Activity 1954 actual | 1955 estimate | 1956 estimate 


Grants for construction: 
(a) Primary highways 
(b) Secondary roads 


000, 000 
000, 000 


000, 000 
000, 000 


(c) Urban arterial routes 

(d) Interstate highways 

(e) Flood damage restoration 
(f) Bridges over dams 


Total grants for construction 


2, Administrative expenses 
(a) Administration 
(>) American Association of State 


test road -- 


Total administrative expense__ 


Total 


PUBLIC 


147, 072, 

24, 591, 393 
1, 768, 509 
2, 536, 189 


599, 237, 365 


11, 461, 671 
Highway Officials 


11, 461, 671 


610, 699, 036 


LANDS HIGHWAYS 


Summary of requirements 


second supplemental Appropriation Act, 1955_ 


000, 000 
000, 000 
, 000, 000 
700, 000 


7, 700, 000 


11, 799 


11, 799, 


719, 499, 000 


Deduct: 1955 appropriation applied to contract authorization 


Base for 1956 
Requirements for 1956 


Total estimate of appropr 


iation, 1956. _- 


OOO | 


000, 
000, 
, O00, 
700, 


, 700, 


000 
000 
000 
000 


000 


, VOO 


O00 


1, 000 


O00 


$875, 000 


875, 000 


0 


2, 000, 000 


2. 000, 000 
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Summary of estimated obligations 


Actual, 1954 Estimate, 1955 | Estimate, 1956 


7 | om ; a Pe i 
| | | 
|_A ver-| Aver- | A ver- 
‘ i 
ee s ae 
tion | num-| Cost | tion |num- 
| | ber | | | ber 
| 


| Posi-| age Posi-| age | Posi-| age 
tion | num- 


| ber 





| 
Personal services: | 
Permanent j 3 $9, 901 | § 6 | $26, 000 § 5 | $21,000 
2 | 1 2, 148 10 | 6 | 24, 000 | ; 4, 000 | 


| 
| 
| 3| 12049) 18| 12] 50,000| 10 | 6 | 25,000 
Other objects............. lceieiais ee 11, 175, 281 | 2, 450, 001 | 975, 000 |_- 


12 |2, 500,001 | 10 | 6 |1, 000, 000 





Total obligations...| 5 | 3 |1, 187, 330 


| 
< | oo 
| | | 


EXPLANATION OF NEW LANGUAGE 


The Federal-Aid Highway Act of 1952 authorized $2,500,000 for each of thi 
fiscal vears 1954 and 1955. The Federal-Aid Highway Act of 1954 authorized 
$1 million for each of the fiscal years 1956 and 1957. Section 6 of the latter act 
provides contract authority for the funds authorized for the fiscal vears 1955, 
1956 and 1957. 

A supplemental estimate will be required for fiscal vear 1955 in the amount of 
$1 million to liquidate a portion of the fiscal year 1955 contract authority. The 
proposed language provides for an appropriation to liquidate the remainder of th« 
1955 authorization and a portion of the 1956 authorization. 
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AUTHORIZATIONS AND APPROPRIATIONS 


Section 8 of the Federal-Aid Highway Act of 1952 authorized appropriation of 
$2,500,000 for each of the fiscal years 1954-55 for the survey, construction, 
reconstruction, and maintenance of main highways through unappropriated or 
unreserved public lands, nontaxable Indian lands, or other Federal reservations 
Section 5 of the Federal-Aid Highway Act of 1954 provides for continuing th, 
annual authorizations at the rate of $1 million for each of the fiscal vears 1956-57 

Section 6 of the Federal-Aid Highway Act of 1954 provides contract authority 
for the 1955 authorization of $2,500,000 for public lands highways, as well as the 
authorizations contained in section 5 of the same act of $1 million for each of th 
fiscal vears 1956-57. 

Following is a summary of the authorizations, appropriations and unappro- 
priated balance of each fiseal vear authorization which is still active: 


lia a im ens Appropria- | Unappropri- 
Fiscal year authorization Authorized tions ated balana 


1955 $2, 500, 000 1 $1, 000, 000 $1, 500, OK 
1956 1, 000, 000 1, 000, OOK 
1957 1, 000, 000 1, O00. 00 


1 Proposed supplemental estimate for 1955 fiscal year. 
DESCRIPTION OF PROGRAM 


Public lands highway funds are provided for the construction and improvement 
of highways through public lands in those States with large areas of such lands 
These funds are made available on the basis of the needs in the various States, 
as determined by the Commissioner of Public Roads, upon application of th 
highway departments of the respective States, and without regard to the law 
requiring apportionment of regular Federal-aid funds to the States on a prescribed 
formula. 

STATUS OF PROGRAM 


Because unappropriated balances of previous authorizations did not ¢ 
contract authority. project applications submitted to the Bureau of Publie Re 
were necessarily tabled until appropriations might become available At t! 
time of passage of the Federal-Aid Highway Act of 1954, project proposals 
the various States had accumulated to a total in excess of SS million 

Following passage of the 1954 act, which incluced contract authority for t 
1955 authorization of public lands funds in the amount of $2,500 000, all existir 
applications were carefully reviewed in order to select those proposals that qualifir 
for first consieeration in the allocation of the $2,500,000 available for contract 

Following is the status, as of December 1, 1954, of the improvements whicl 
being financed from the ‘‘Public lands, 1955’’ authorization: 


Total allocated 


Plans ap- 


ver ; 
Pro- Proved, Under 
not 


gramed construe- 
under 


onl tion 
aay construc aM 


tion 


Route t Allo- 
cated, 
not pro- 
gramed 


$400, 000 $400, 00 

$190, 000 190, 004 

200, 000 200, OOF 

400, OOO 400, 000 

$275, 000 9275, 000 

199, 472 199, 472 

$125, 000 125, 000 
200, 000 200, 000 

300, 000 300, 00 


- 
I 


Arizona 
California 
Colorado 
Nevada 
New Mexico 


Oklahoma 
Oregon 
Wyoming 


Boome aoe 


RLRRRRR RS: 


Total 37 125, 000 400, 000 474, 472 |1, 290,000 | 2, 289, 472 
Reserve for contingencies 210, 528 


Total 1955 authorization 2, 500, 00 





1 Estimated mileage. 
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ESTIMATED CASH REQUIREMENTS TO JUNE 30, 1956 


A supplemental estimate of $1 million will be required to make the necessary 
payments for liquidation of contracts that have been entered into under the author- 
ity of section 6 of the Federal-Aid Highway Act of 1954. With the exception of a 
reserve for contingencies, the total authorization of $2,500,000 for fiscal year 1955 
has been allocated, of which contracts have been let and construction is underway 
on projects estimated to cost $1,290,000. 

The estimate for fiscal year 1956, in the amount of $2 million, is based upon 
liquidation of the remainder of the 1955 obligations and partial liquidation of 
fiscal year 1956 obligations. 

It is planned to proceed with the use of contract authority for the 1956 authori- 
zation of $1 million public lands funds immediately after July 1, 1955. 

Projects to be constructed from the 1956 authorization of $1 million will be 
selected from applications of the States for projects that are eligible for improve- 
ment. These applications 9s of January 1, 1955, total approximately $5,700,000. 
Final review and selection of projects to be constructed under the 1956 contract 
authorization will be made at the beginning of the budget year from applications 
on hand as of July 1, 1955. 


Forest HiGHWays 
(House hearings, pp. 531, 540 to 542, 578, and 588 to 592 


Page 18, line 10 of H. R. 6367 as reported. 
1955 appropriation ___- $18, 500, 000 
1956 budget estimate _ - 25, 000, 000 
1956 House allowance_- 18, 500, 000 
Increase (+) or decrease (—) 1956 estimate over 1955 appropriation. +6, 500, 000 
Increase (+) or decrease (—) House allowance from 1956 estimate 6, 500, 000 
testoration requested. 6, 500, 000 


AMENDMENTS REQUESTED 


On page 18, line 14, strike out $18,500,000” and insert ‘525,000,000, which 
sum is composed of $19,000,000, the remainder of the amount authorized to be 
appropriated for the fiscal year 1955, and $6,000,000.” 

On page 18, line 15, strike out 1955” and insert “61956” 


HOUSE REPORT 


“The committee recommends $18,500,000 for 1956, the same amount us was 
provided for fiscal vear 1955. The amount provided will liquidate nearly all of 
the authorizations through fiscal year 1955. Taking into consideration the nor- 
mal time lag between commitment and payment, this should meet fund require- 
ments for the next fiseal vear.”’ 

JUSTIFICATION 


Restoration of the $6,500,000 reduction in the 1956 allowance for forest highways 
is recommended. 

This appropriation item provides the funds for construction and improvement 
of the forest highway system which totals almost 25,000 miles. The forest 
highway system is largely coincident with the Federal-aid and State highway 
systems, and is a small but highly important segment of the Nation’s network of 
publie roads. Substantial amounts of State funds are frequently used along with 
Federal-aid and forest highway funds in the improvement of those routes included 
in both systems. Even though the forest highway funds are not required to be 
matched, the States frequently participate because of the related importance of 
the forest highways within their State. 

The forest highway program is similar to Federal aid in that both annual 
authorizations and contract authority are provided for in the regular Federal-aid 
highway legislation. Until the inclusion of section 6 of the Federal-Aid Highway 
Act of 1954, however, the contract authority for Forest highway authorizations 
was considered to be permissive rather than positive. On the basis of the new 
language contained in section 6, the forest highway program is now being imple- 
mented under full contract authority in the same manner as the Federal-aid 
program. 

The regular 1955 fiscal year appropriation of $15 million for forest highways 
was based upon a quite limited program. However, with the passage of the 1954 
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Highway Act in May 1954, and specifically the extension of full contract authori; 
to the 1955, 1956, and 1957 authorizations, the program was accelerated and more 
than $10 million was obligated in the month of June 1954. Further impetus was 
given the program by advancing by 6 months the apportionment of the 195% 
authorization of $22,500,000, effective July 1, 1954. 

As of April 1, 1955, there were 594 miles of forest highways under constructio; 
On that same date work under contract but not in place totaled $14,940,009 
compared to $8,859,000 on April 1, 1954. Work actually put under constructio; 
during the first 9 months of the current fiscal year totaled approximately 
million, whereas during the same period in 1954 only $11 million was put und 
way. 

Projects programed but not vet placed under construction as of April 1, 1955 
involved approximately $23,500,000 of forest highway funds. On the same date 
active projects included an additional $30,700,000 of forest highway funds. 

As of May 1, 1955, the unliquidated obligations of forest highway constructio; 
funds totaled $23,146,616. A statement is attached reflecting the distribution of 
this total by States. It is estimated that new obligations will be recorded during 
the months of Mav and June of this vear totaling an additional $2,500,000 
During the fiscal vear 1956 it is estimated new forest highway obligations will he 
incurred in the amount of approximately $23 million. 

Forest highway funds available for the 1955 fiscal vear totaled approximatel 
$21 million. Payments through April 30, 1955, have totaled approximate) 
$18,500,000, leaving a cash balance on May 1, 1955, of about $2,500,000. It 
anticipated this balance may be approximately $500,000 short of the amount that 
would actually be needed to pay all claims which will be submitted by contractors 
during the months of May and June 1955 for work performed under existing 
contracts. 

Under the new forest highway policy of utilizing full contract authority, the 
estimate for fiscal vear 1956 represents the minimum estimated cash needs for 
payment of contractors’ claims for work accomplished, plus the cost of administer 
ing the program by the Bureau of Public Roads and the Forest Service. In vi 
of the time interval between execution of contracts and completion of projects 
virtually all of the budget estimate represents funds that will be required during 
1956 to liquidate obligations that have been incurred in 1955 and prior fis 
vears. 

The budget estimate for the fiscal vear 1956 in the amount of $25 millior 
somewhat larger than the amount of the annual authorization; however, near 
half of the 1954 program was put under way during the last month of the 1954 
fiscal vear with the result that payments against some of those projects, as we 
as the progressive payments in liquidation of contracts let in fiseal vear 1955 and 
1956, will actually be incurred during the 1956 fiscal vear. The cash requirements 
for the 1955 and 1956 fiscal vears reflect this situation in that the total appropri- 
ated for 1955 was only $18,500,000—somewhat less than the authorization rate, 
whereas the estimate for 1956 is $25 million—somewhat more than the annual 
authorization rate. 

If the House Appropriations Committee reduction of $6,500,000 is not restored 
it is apparent that forest highway funds will be exhausted several months befor 
the close of the 1956 fiseal vear. On that basis, payments to contractors for wor 
performed under authorized contracts will necessarily be deferred until a supp! 
mental appropriation may be approved. It is therefore recommended that t 
$6.500.000 reduction in the 1956 estimate for forest highw avs be restored. 
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Luthority Unliquidated obligations as of Apr. 30, 1955 
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EXPLANATION OF LANGUAGE CHANGES 


Necessary changes have been made in the text to relate the budget estimate to 
the applicable fiscal year authorizations. 


Forest HiGHWAyYs 


Obligations by activities 
Activity 1954 actual 1955 estimate 1956 estimate 


nstruction of forest highways $22 618, 183 $23, 000, 000 $23, 000, 000 
ninistration— —.- 592, 634 700, OOO 700, 000 
est Service administration 95, 837 101, 833 100, 000 


23, 306, 654 23, 801, 833 23, 800, 000 


REASON FOR REQUEST 


Senator HoLLanp. Mr. Nielson, who will present the case? 

Mr. Niruson. Mr. Chairman, | think Mr. Rothschild has some 
veneral comments to make with respect to this. 

Senator HoLLANb. We will be very happy to hear any comments, 
veneral or otherwise, which Mr. Rothschild has to make on this subject. 

Mr. Roruscuinp. Mr. Chairman, vou stated the case quite clearly. 
The request was for $680 million to liquidate previously granted 
authorization, 

We shall need the $680 million to pay our bills to the States and if 
we do not get it now we shall have to come back by the supplemental 
route and ask vou for it at a later date. 

Senator HoLLANb. That is very plain and to the point. 

Have you any further detail on this very considerable item? 

Mr. Roruscuitp. We can give you as much detail as you would 
like to have, sir. 

Senator HoLuaNnpb. The only thing I am concerned about is to know 
whether or not you are certain that you need all this within the fiscal 
vear, because I fully agree that items which have been paid by the 
States should be reimbursed to them promptly. 

Now, under the method of procedure, the States, in addition to 
carrying on the work and making the original payments have to carry 
the whole investment until such time as they are paid the Federal 
contribution by the Federal Government, and I think that that re- 
payment should be made fully and as speedily as it is possible to do, 
and that the Congress should so provide. 

So any additional facts which you have to show the need for the 
whole of this appropriation, I hope you will place in the record at this 
time, 

Mr. Roruscuitp. Captain Curtiss, the Commissioner of Public 
Roads, is next to you there, and his budget officer is next to him. 

Senator HOLLAND. Captain Curtiss. 


STATEMENT BY COMMISSIONER 


Mr. Curtiss. Mr. Chairman and members of the committee, [ am 
glad to have this opportunity to appear before the committee in 
support of our estimates for the fiscal year 1956 and urge you to restore 
the cuts that were recommended by the House Committee on Appro- 
priations and approved by the House this week. 
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When I appeared before another subcommittee of the Senate Appro- 
priations Committee considering the supplemental appropriations fo, 
fiscal year 1955, I mentioned the really remarkable progress the State 
highway departments had been making in advancing Federal highway 
programs in line with the larger authorizations that were contained 
in the Federal-Aid Highway Act of 1954. 

Senator Hotutanp. These authorizations were for fiseal 1956 
1957. 

Mr. Curtiss. The first authorization was apportioned on the ls 
of July 1954. Many States at that time were in the position to 
initiate projects utilizing those funds and they did so. 

By May 1, 1955, all but three of the States had initiated proj: 
under the 1956 primary, secondary, urban, and interstate funds. 
total of $405 million has thus been programed. 

In my earlier testimony, I reported that the States had made a 
alltime record in advancing their programs in the calendar year 1954 
Previous to the 1954 act, the authorization had been $575 millio: 
and it was increased to $875 million. During the calendar year 1954 
Federal funds were committed to the total of $777 million in n 
programs. 

1955 APPROPRIATIONS INSUFFICIENT 


Our appropriation for the fiscal year 1955, including a supple- 
mental, totaling $595 million, will be insufficient to meet all tl 
payments that will be requested during the rest of this vear. 

Senator Hotianp. The authorization for 1956, as I recall it in t 
regular categories of primary aid, secondary aid, and urban aid was 
$700 million, was it not? 

Mr. Curtiss. $700 million, that is right, and $175 million for t} 
interstate system. 

Senator Hotuanp. And the amount of contracts that got underway 
and were approved in 1954 were $777 million. 

Mr. Curtiss. $777 million was the amount committed through tly 
approval of new programs, which is the first step. 

Senator Hotitanp. I understand. ‘That means that you are obli- 
gated to the States—provided they go ahead and let contracts and 
construct the road and pay for them—to pay the Federal part? 

Mr. Curtiss. That is right. 

Senator HoLtianp. Is that all in the primary, secondary, or urba 
classification, or was some of that in the interstate? 

Mr. Curtiss. Some of that was in the interstate. 


INCREASED FEDERAL PORTION 


Senator HoLianp. In the interstate it calls for Federal contributio! 
of 60 percent. 

Mr. Curtiss. Yes, 60 percent. 

Senator HotLtanp. That is the first time that the Federal portion 
has been increased above 50 percent. 

Mr. Curtiss. Yes, sir. 

Senator HoLtitanp. How has the program been going since January 
of this vear? 

Mr. Curtiss. It is proceeding at a rate considerably greater than 
last year. We are approaching steadily the larger authorization. 
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F Senator HoLLaANpD. The authorization, including the interstate 
system, will be $875 million for each of the 2 years covered by the act. 
‘Mr. Curtiss. Yes, sir. 

Senator HoLLanp. You are not including in this the special cate- 
vories of public land roads? 

Mr. Curtiss. I would like to speak on that later, but not in this 
item. 

Senator HoLLuanp. You are speaking now solely about the joint 
operations with the States? 

Mr. Curtiss. Yes, sir. 

Senator HoLianp. All right, sir. 

Mr. Curtiss. On May 1, our cash balance was about $63 million. 
On the 17th of May, we passed vouchers in excess of $10 million for 
payments to the States, and the next day in the amount of $7 million. 


SEVEN MORE THAN LAST YEAR 


We have paid out as of yesterday a total of $45 million in the month 
of May, which is $10 million more than we paid out during the full 
month last year. 

In the month of June, last year, we expended approximately $50 
million of these Federal aid funds. It is our expectation that our 
payments this year would exceed that amount if the cash was available, 
We will carry over vouchers for payment against the funds carried in 
the bill that we are considering now, of at least $30 million and it could 
reach $50 million. 

Senator HoLuanp. In other words, your estimate of what you would 
need in the supplemental bill proved to be too small, 

Mr. Curtiss. Yes, sir. 

Senator Hotianp. So that you are going to pay out all of the regular 
appropriations for fiscal 1955, all of the supplemental appropriations 
for 1955 and still have to carry over some unpaid bills to be paid after 
July 1, is that correct? 

Mr. Curtiss. That is correct, and our estimate for fiscal year 1956 
is based on paying vouchers that we anticipate would be submitted 
during that fiscal year, and the funds available for that will be reduced 
by the amount of vouchers that we carry over. I think we have a 
y-ry good case for the restoration of the cut of $80 million. 


CONSERVATIVE REQUESTS 


Senator HoLttanp. You mean that the figures themselves show 
that vou have been conservative in the requests that you have brought 
to the Congress, both for your original appropriation for 1955 and 
also for your supple mental: ? 

Mr. Curtiss. That is correct; 

You see, we make the initial estimates some months ahead of the 
vear in which we actually expect to pay out the money, and we have 
tried to be conservative always and not ask for more funds, more 
appropriations, than we think will be needed. 

As you know, though, the law is such that we can go ahead under 
the contract authority provision and the only thing that happens, if 
the full amount is not appropriated, or sufficient amount not appro- 
priated, is an embarrassment to the States and to us if we are delayed 
i getting supplementals. 
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HISTORY OF AUTHORIZATION 


Senator HotuaNnp. This practice of giving the Bureau of Publi 
Roads contractual authority to cooperate with the States was firs; 
provided back in 1922. 

Mr. Curtiss. That is correct, Senator. In the first 6 years of th 
Federal aid highway program which was initiated in 1916, outright 
appropriations were made. The last of such appropriations was 
$75 million for the fiscal year 1922. With a program of about $7; 
million a vear, we had accumulated at that time a balance of about 
as I recall, $193 million. 

In conference with the Budget Bureau and the Appropriations 
Committees of the Congress, it was agreed that appropriations at th 
time the program started were no longer necessary but that it was 
very necessary for the States to know the amounts to be made avyail- 
able, so that their legislatures could act in time to provide funds t 
match the Federal aid funds. 


CONTRACT AUTHORITY GIVEN FIRST IN 1922 


So in the legislation enacted, 1 think it was in 1922, we were given 
contract authority permitting the States to submit projects as soon as 
the funds were apportioned, and then we would come to the Congress 
with our estimates of what we would need in cash to pay the States 
during each fiscal year and that has worked out very satisfac aa 

Senator Hottanp. The apportionment is how long ahead « 
time that you need the money? 

Mr. Curtiss. It must be at least 6 months ahead of the fiscal 
year. That is required by the law, but it is permitted earlier. The) 
have been made as early as July 1, as September 1, and I recall one 
made the Ist of October. 

Senator HoLLanp. Suppose they are made the Ist of October. 
That means it is 9 months before the fiscal year begins. 

Mr. Curtiss. That is correct. 

Senator HoLLtanp. And the appropriations act and the authoriza- 
tion act allow the payments to be made not only through the fiscal 
year for which they are made but for how long thereafter? 

Mr. Curtiss. Two years after the close of the fiscal year. 


TIMING OF PAYMENTS 


Senator Hottanp. And the nature of the program is such and the 
time elapsed in carrying out some of the contracts and auditing and 
inspection and paying is such that much of the payment is not made 
until the second yea 

Mr. Curtiss. The second or third year. 

Senator HoLLanp. And some of it goes over into the third year 
so that a long-time operation with a firm authorization made long in 
advance is a necessity to the type of cooperative program which you 
carry on with the States? 

Mr. Curtiss. I think that all who have studied the procedures 
agree that it is the most appropriate way to carry on this cooperative 
program. 
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Senator HoLLanp. But if the funds are not made available, when 
the State—after programing the item perhaps 18 months, perhaps 2 
years, perhaps 24 years before—has completed work and has made its 
payments and is ‘simply awaiting reimbursement to continue with 
other operations, for you as the paying agent of the Federal Govern- 
ment, not to be able to pay at that time would leave the Federal 
Government in anything but a sound position, would it not? 

Mr. Curtiss. I think that is true, and it would also bring many 
letters to many Members of the Congress from your States appealing 
for apropriations. 

Senator HoLLanp. Aside from the letters, would it not impair the 
speed, the movement, of the whole program by making the States 
uncertain as to what they could expect? 

Mr. Curtiss. It would have a bad effect on the program. 

Senator Hottanp. Do you have questions on this point, Senator 
Smith? 

TIMING OF PROGRAM ADJUSTMENTS 


Senator SmirxH. No, I think not, other than to say that if we are 
going to make cuts, we should make them before the authority is 
given, rather than giving the authority and then cutting the money. 
| think that is the wrong procedure. 

Senator HoLtutanp. The highway authorization bill we considered 
vesterday covered 5 years. We ought to consider it with complete 
knowledge that if we want to cut that program off at some later time, 
we have to cut it some 18 months in advance to allow fully for the 
commitments that are already outstanding. 

All right, sir. You may pass to the next item. 


Forest HIGHWAYS 


Mr. Curtiss. The next item is forest highways. 

As you all recall, the Federal Aid Highway Act of 1954 gave con- 
tract authority for the forest highway fund and other Federal funds 
made available for direct construction by the Federal agencies. That 
enabled us last year to go ahead with the Budget Bureau approval 
with a full program. 

Senator HoLLtanp. Are you speaking now of the contractual 
authority? 

Mr. Curtiss. Yes, sir. 

Senator HoLLaNnpb. The act allowed it to be made effective ahead 
of the operation of other parts of the act which covered fiscal 1956 
and 1957. 

Mr. Curtiss. The forest highway contract authority was granted 
for the 1955, 1956, and 1957 authorizations. 

Senator Houianp. I thought I still remembered that. 

Mr. Curtiss. Our appropriation for this year is $18,500,000. We 
carried over a balance of cash so that we anticipate that our expendi- 
ture this fiscal year will be in the neighborhood of $21 million or 
$22 million. Our budget estimate for 1956 is $25 million. If you 
take the average of the $18,500,000 appropriated for this year and the 
$25 million that we are requesting for next year, you will see that the 
average is just under the amount of the authorization. 
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ESTIMATES FOR FUTURE YEARS 


In future years, our estimates should approximate and of necessity 
will average $224 million, but they could vary, depending on how the 
work progresses, anywhere from $20 million to $25 million. 

Senator HoLLAND. $22% million is the authorization for each of the 
2 vears, 1956 and 1957? 

Mr. Curtiss. Yes. Many of the projects in our highway program 
are located in mountainous areas where the construction season js 
short and the majority of them run over more than one season for 
construction. 

HIGHWAYS IN NATIONAL FORESTS 


Senator Hotianp. Forest highways as distinguished from forest 
trails are through highways which go through the forests and are 
traveled by the general public? 

Mr. Curtiss. They are the public highways in the national forests 
Seventy-five percent of the mileage coincides with the Federal aid 
system. If the full amount of the request is not granted or at least 
approximately that amount, it will be necessary for us to come back 
to the Congress next winter requesting a supplemental in order to 
enable us to meet our contractual obligations that will be maturing 
at that time. 

Senator HoLuanp. There are not restorations to be requested in the 
field of roads through public lands or parkways or roads in the national 
parks? 

Mr. Curtiss. No, sir, the full amount of our request for public 


lands funds was granted by the House and the park roads and parkway 
appropriations are carried in the Interior Department bill. 

Senator HoLttanp. How about the forest trails? Where are they 
carried? 

Mr. Curtiss. In the Department of Agriculture appropriations. 


INTER-AMERICAN HIGHWAY 


Mr. Roruscuiitp. We have on!y one more item here, Mr. Chairman. 
That is the Inter-American Highway. 

Secretary Holland of the Department of State is here. 

Senator Hotuanp. Secretary Holland? 

Mr. Houianp. Senator, with your permission, I would like to ask 
Mr. Nolan to read my statement for me and if you can understand me, 
I would like to say a few words. 

Senator Hotitanp. We are sorry that you are suffering from an 
inconvenience. 

Mr. Notan. This will take about 5 minutes, Senator. 

[ am pleased to have an opportunity to appear before your com- 
mittee in support of the Department of Commerce request for 
authorization and appropriations with which to complete the 
Inter-American Highway within the next 3 years. 

The Secretary of State on April 1, 1955, addressed a letter to 
Secretary of Commerce Weeks in which he expressed full support 
toward the accelerated highway program. He stated it was his 
opinion that “the most effective, and immediate contribution which 
this Government can make toward the establishment of strong, 
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glf-reliant and durable economies in the Central American Republics 
iS : cooperate in the early completion of the Inter-American Highway. 

Completion of the highway has long been a clearly established 
objective of United States policy and the C ongress to date has sup- 
ported the program with appropriations amounting to almost $54 
million. For many years the United States together with the Central 
American neighbors has been cooperating in the construction of the 
Inter-American Highway. However, the road is still unfinished and 
unless its completion is accelerated, it will be many years before 
traffic can make its way over a passable route from the United States 

the Canal Zone. If we are to obtain maximum returns from our 
carn Me and are to share with those countries’ the beneficial 
results of economic and political stability, the Inter-American High- 
way should be completed within the next 3 years. 


CONTRIBUTING COUNTRIES 


The countries themselves are ready and willing to contribute 
their share toward an accelerated program. 

Panama has informed us it can and will contribute its share of the 
costs, 

Costa Rica reports it will enthusiastically provide any amount 
necessary. It may require a loan. 

Nicaragua is most willing to finance its part. 

Honduras has just concluded a standard cooperative agreement with 
the United States to contribute its share of the road cost. 

Guatemala is anxious to make substantial contributions, but be- 
ause of an extremely bad fiscal situation will require a loan in order 
to meet the usual one-third contribution. 

As regards loans to Guatemala and possibly Costa Rica, the Export- 
Import Bank has indicated it would consider sympathetically re- 

ests from these countries for Inter-American Highway loans. 


CONTRIBUTIONS BY OTHER COUNTRIES 


Senator Ho_Lanp. At that point, is the requirement identical for 
ontribution, that is, one-third by the cooperating countries and two- 
thirds by the United States for the construction in mileage on the 
Inter-American Highway? 

Mr. NoLan. Yes, sir. 

Senator HoLLAND. It does not apply to Mexico, which has done its 
own construction, but does apply to all five of the Central American 
countries and to Panama? 

\Ir. Notan. That is correct, Senator. 

Senator HoLLAND. And what is the obligation of these countries 
with reference to maintenance after construction? 

Mr. Noutan. I would rather have Bureau of Public Roads answer 
that, but my understanding is that the Central American countries 
commit themselves to maintain the road after it is completed. 

Senator HoLtLANb. Are the arrangements which have been made 
with each of these countries satisfactory with reference to the freedom 
of passage by citizens of the United States and citizens of the other 
countries, as to the recognition of drivers’ licenses, and automobile 
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tags, and other necessary incidentals necessary to satisfactory moto; 
travel? 

Mr. Noxtan. Not completely. According to my understanding 
Senator, we have these cooperative agreements with each of the ¢o. 
operating countries, and they do provide for passage of automobiles, 

We are now trying to have them sign or rather file inte rnational 
agreements which w ould provide for uniformity i in the design of signs 
and recognition of automobile licenses, both drivers and tags, all of 
which is designed to make it very simple f or a tourist or an automobile 
to pass completely down to Panama without any hindrance. 


RECIPROCAL ARRANGEMENTS 


Senator HoLttanp. Are we making reciprocal arrangements with 
them? In other words, are we extending equal courtesy and equal 
privilege to them to come to the United States‘ 

Mr. Notan. I think one or two of them have ratified such inter 
national conventions. They are modeled on the same kind of conven. 
tions which have been the practice in Europe, which facilitates the 
passage of automobiles. 

Senator HoLuanp. The State Department and the Bureau of 
Public Roads have found nothing but willingness to cooperate in the 
fullest on the part of these countries; is that correct? 

Mr. Nouan. That is correct. 

Senator HoLLaNnp. In these matters which I have mentioned an( 
similar matters having to do with ease of access and convenience of 
travel through the respective countries? 

Mr. Nowan. Yes, sir. 

Senator HoLtuanp. Proceed. 


BENEFITS FROM EARLY COMPLETION 


Mr. Notan. Among the benefits which will result from completion 
of the Inter-American Highway within the next 3 years are the 
following: 

1. Political stability. The political stability resulting from early 
completion of the highway would increase the growing influence 
which these Central American countries and the other republics of 
this hemisphere are now exerting in world affairs. This stability 
would strengthen them against internal violence and outside aggres- 
sion. The political strength of our neighbors to the south is essential 
to the free world today. 

2. Economic development. It is for our own benefit, as well as 
for theirs, that we encourage these countries to attain the greatest 
degree of economic development. Surface transportation is one of 
the main factors retarding economic development in the area. With 
completion of the Inter-American Highway will come feeder roads 
and the opening of undeveloped lands. I am confident that opening 
the entire length of the Inter-American Highway to all-weather traffic 
will stimulate economic growth in the area and enlarge eee 
for free trade and new markets. Internal deve lopment would result 
aad essential trade relations between the neighboring countries would 
be stimulated. 

Increased trade. As markets for our exports and as suppliers 
of our imports, the United States has great ties with the countries 
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through which the Inter-American Highway passes. All but a 
fractional portion of the vehicles used in the area are of United States 
manufacture. Since the highway was started, annual exports from 
the United States to this area have increased many times. It is evi- 
dent that a partially completed route has been beneficial to United 
States industry and export trade. A fully completed Inter-American 
Highway would give even greater impetus to our trade relations. 

4. Increased tourism. ‘Tourists from the United States are now 
spending nearly a billion dollars a year in the Caribbean area. A 
large and continuous flow of United States tourists over the Iater- 
American Highway would be an important element in the commerce 
of these countries which have so many places of interest and natural 
beauty. 

The highway will be a means of travel of an increased number of 
Central Americans to the United States. The importance of strong 
cultural and spiritual ties which would result cannot be exaggerated. 
The expenditures by these visitors will be advantageous to American 
commerce and industry. 

5. Strategic benefits. A great number of strategic materials which 
the United States requires in the defense of a free world are obtained 
from the area to be served by this highway. Many of these countries 
are cooperating with the United States in hemisphere defense for 
which purpose strategic sites have been developed; the highway would 
link these points and would be an auxiliary route in the transport of 
strategic materials. 


MANY POSITIVE RESULTS FORECAST 


I do not wish to single out any one purpose for which the road should 
be built or any one country which will receive special benefits from 
completion of the Inter-American Highway because this is a coopera- 
tive program which will bring many positive results to the whole 
Central American area. However, a completed Inter-American High- 
way will result in a more forceful hemisphere stand against com- 
munism and will give individual countries strength to also resist this 
menace. 

You are aware that international communism, which recently 
dominated the government of Guatemala for 10 years, was endanger- 
ing the peace of the Americas by attempting to extend communistic 
colonization to this hemisphere. The government of Guatemala was 
on the verge of becoming an evil and woeful Communist puppet. 
Economic progress was stifled, the treasury depleted and Guatemala’s 
relations with the countries of the free world were at a low ebb. 
These were 10 years of neglected promises for the Guatemalan people 
who, only last year, were able to overthrow the Communist regime 
and make Guatemala a living monument to the defeat of communism. 

What happens in Guatemala could be repeated in the other 
American republics for we know that the Communists wait for any 
sign of weakness in Guatemala or elsewhere in the hemisphere through 
which they might regain or extend their political control. 

The United States has pledged itself not only to political opposition 
to communism, but also it has pledged itself to help improve con- 
ditions in areas which might afford communism an opportunity to 
spread throughout the hemisphere. Therefore, we must for our own 
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benefit, as well as for theirs, cooperate with the Central American 
countries to see that they become economically, politically, and socially 
stable and add their strength to the free nations of the world. The 
De ‘partment of State believes the most significant single action which 
the United States could take to bring about. this desired mas 
would be to complete the Inter-American Highway within the nex 

o Vvears. 

SUPPLEMENTAL ESTIMATE 


Senator HoLttanp. Do we have a supplemental budget request ji 
this matter, Mr. Clerk? 

Mr. O'Hara. We do, sir. There is a statement in that requesi 
which might be put in the record at this point. It is from House 
Document No. 126. 

Senator HoLLtanp. Without objection, it will be placed in the 
record at this time. 

(The document referred to follows:) 


BUREAU OF PUBLIC ROADS 


Budget Original esti- | qa, 
of z : Chang Tease 
page Heading inte lange to Increa 


480 Inter-American Highway $5, 750, 000 $74, 980, 000 $69, 230. 00 
(Delete the paragraph under this head and insert 
in lieu thereof the following 

Inter-American Highway: For necessary ex- 
penses of continuing the survey and construction of 
the Inter-American Highway, including purchase of 
five passenger motor vehicles, [in accordance with the 
provisions of the Act of December 26, 1941 (55 Stat. 
860), as amended by section 6 of the Federal-Aid 
Highway Act of 1952 (66 Stat. 158), $1,000,000) 
$74,986,000, to remain available until expended: 
: -rovided, That [no part of this appropriation shall 
be allocated for expenditures in a particular country 
except with the approval of the President and a re- 
port to the Appropriations Committee of the House 
ind Senate] this appropriation shall he available only 
to the extent that it is within the limits of the amounts 
nou authoriz zed, or hereafter authorized by any law 
enacted during the first session of the Fighty-forth Con- 
gress, to be appropriated. 


This proposed increase in the 1956 budget of $69,230,000 for the Inter-America 
Highway is to provide for completion of the highway within a period of 3 yea 
In the President’s letters of March 31 to the Vice President and the Speaker of 
the House he pointed out the substantial benefits which will accrue to this count: 
and the Central American countries by the early completion of this important 
highway. A proposed amendment to the Federal-Aid Highway Act of 1954 1 
make necessary increases in the appropriation authorizations for the Inte: 
American Highway is being transmitted to the Congress by the Secretary of 
Commerce. 


LETTER FROM COSTA RICAN HIGHWAY AND ROAD ASSOCIATION 


Senator Hotianp. While I was recently in Central America, | 
received a letter by hand from the Costa Rican Highway and Road 
Association, signed by Fernando Madrigal, president. I had that 


translated by the Library of Congress and I want to place that in 


the record at this time for the information of the committee. 
(The document referred to follows:) 





Ne) 


peh 


for 

\ 
that 
S 
tim: 


‘ean 
lally 
The 
hich 
vility 
next 


St in 


jUest 
Ouse 


the 


‘a, I 
toad 
that 


COMMERCE AND RELATED AGENCIES, 


THe Liprary OF CONGRESS 
WASHINGTON 25, D. C. 


Legislative Reference Service 
[Senator Holland] 
[Translation (Spanish)] 
May 8, 1955 

DEAR Str: We beg to extend a cordial salute of welcome from C wits Rica to 
the members of your distinguished committee, through your good offices and for 
the purpose of having the still missing portion of the Inter-American Highway 
built which connects this part of the world with the rest of our Central American 

ster Republics. 

Since its foundation our association has been primarily interested in the com- 
pletion of the Inter-American Highway which will connect the United States of 
{merica with the Republic of Panama. Today we would like to reiterate to you 
our conviction that it is necessary, in view of the length of time which has e lapsed 
since it was started, as well as because of the concerted effort made by govern- 
ments, statesmen, and organizations such as ours, in working together constantly 
toward the completion of this great work, to put forth an immediate, determined, 
and definitive effort toward completing the section north of Panama City. It 
will be easy to explain and constitute the most adequate reply to the many 
criticisms constantly voiced by citizens of all nations concerned in view of the 
large sums of money appro} riated and spent since the work was started. 

During a recent visit to the people of Central America and Panama, the Vice 
President, Mr. Richard M. Nixon, made certain statements relative to the need 
for a speedy completion of this section of the Inter-American Highway. The 
President of the United States, Mr. Dwight D. Eisenhower, has recently sub- 

tted, for the consideration of the distinguished Members of Congress, a bill 
providing for authorization of the funds needed for finishing the highway within 
the next 3 vears. 

We are respectfully submitting, for the consideration of the distinguished 
Members of Congress whom we have the honor to salute, the desirability of 
supporting the generous suggestion on the part of both the President and Vice 
President of your great country, which will engage the eternal gratitude of our 
nations which, owing to their weak economy, would never be able to make this 
wonderful ideal, cherished by all of us, come true. 

We pray to the Lord for your safe return to vour country as well as for the 
welfare of all of you, of President Eisenhower, Vice President Nixon, and all the 
American people whom you represent so worthily. 

Very sincerely yours, 
Costa Rican Higuway AND Roap ASSOCIATION, 
FERNANDO MADRIGAL, 
President, San Jose, Costa Rica. 


rranslated by Elizabeth Hanunian, May 16, 1955 
AUTHORIZATIONS PENDING 


Senator Hottanp. Mr. Turner, we understand that bills are now 
pe ‘nding to increase the authorized amount of total appropriations for 
the Inter-American Highway. 

In view of the fact that those measures are still pending, however, 
our committee would like to have a showing made for this record as to 
what is the total of the balance still unappropriated in existing author- 
izations. 

Would vou mind giving us that for the record? 

Mr. TUrner. The balance in authorizations is $49 250,000. 

Senator HoLLanp. Do you mean that is the total of authorizations 
for all periods of time for the Inter-American Highway? 

Mr. Turner. That is the remaining balance from authorizations 
that have not been covered with appropriations to the present time. 

Senator HoLuanp. Yes, but those authorizations apply to all 
limes in the future. 
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Mr. Turner. Through the year 1959. 

Senator HoLtanp. Do you have a statement of the years for 
which the authorizations run and to what amount each year? 

I understand that there is an unappropriated balance for prior 
years and for 1956 which is considerable. 

Suppose you state that in this way: The unappropriated balance 
from prior years’ authorization, and then the total authorization for 
1956, and for each year thereafter throughout the period of author. 
izations. 

Mr. Turner. I have it here by fiscal year, Mr. Chairman. 

Senator Hotuanp. All right. 

Mr. Turner. For 1953, ‘of an $8 million authorization, $6,750,000 
has been appropriated, leaving a balance of $1,250,000. 

Senator HoLtuanp. $1% million from the 1953 authorization? 

Mr. Turner. That is right, sir. There are authorizations of $8 
million each for the year $19 54, 1955, 1956, 1957, 1958, and 1959, none 
of which have been covered by appropr lation. 

Senator Hotuanp. In other words, none of the appropriation since 
the authorization of $8 million a year for each of 7 years has been made 
except $6,750,000, which runs against the authorization for 1953? 

Mr. Turner. Which applied against the authorization for fiscal 
1953; yes, sir. 


TOTAL UNAPPROPRIATED AUTHORIZATION 


Senator HOLLAND. That would mean that carrying forward the re- 
maining $1 million for 1953 you have an $8 million authorization for 
1954 which has not been appropriated and a similar amount for 1955 
and you have the authorization for 1956 in the same amount which, of 
course, is available now for appropriation in this current bill; a total 
of $25,250, 000 that is covered by existing authorizations for 1956 and 
prior years? 

Mr. Turner. That is correct, sir. 

Senator HoLLtanp. What are the totals of appropriations authorized 
for years after 1956? 

Mr. Turner. Eight million a year for the years 1957, 1958, and 
1959. 

Senator HoLuanp. In other words, there is $24 million extended 
through the 3 fiscal years that come after the one that you are 
providing for now? 

Mr. Turner. That is correct. 

Senator HoLuaNp. In the event this program is stepped up as sug- 
gested by the President in his supplemental message and by his letters 
to the Vice President and the Speaker, what is the amount which you 
will need in 1956, 1957, and 1958? 


PROPOSAL OF THE PRESIDENT 


Mr. Turner. The proposal of the President would be to advance 
the authorizations for the later years to be available immediately and 
to add to that another $25,730,000. 

Senator Honnanp. We understand that, but what we are trying to 
decide is how much is the maximum amount which would be used out 
of the authorizations now on the books and how much are you going 
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toneed to complete the program in 3 years so that we can see whether 
we can appropriate enough for 1956 to meet fully the appropriation 
that would be needed in each of the 3 years if the President’s recom- 
mendation is later carried out by an authorization act? 


1956 EXPENDITURES REQUIRED 


Mr. Turner. In order to do the job, we would need either cash or 
contractual authority for the total amount that I have indicated, 
but for fiscal 1956, we would need an estimated minimum to cover 
expe nditures of about $25 million. 

Senator HoLttanp. How much? 

Mr. Turnsr. The figure we have is $24,650,000. 

Senator Hotutanp. Then at the very least this committee does 
have available authority running through the 1956 authorization to 
take care of what you see now is your need for cash in 1956? 

Mr. Turner. Yes, sir. 

Senator Hoianp. As to the 2 leter years, 1957 and 1958, which 
are envisaged as carrying to completion the stepped-up program— 
if the President’s recommendation is acted upon favorably—passage 
of the new authorization measure would be required, would it not? 

Mr. Turner. Yes, sir. 

Mr. Noutan. May I interject there, Mr. Chairman? 

Senator HOLLAND. Yes, Mr. Nolan. 

Mr. Notan. The House Public Works Committee reported out to 
the House as of Monday of this week, H. R. 5923 which does contain 
that authorization. 

Senator HoLLANnpb. I was advised of that fact by the chairman of 


the committee and also by Mr. Dondero, who, | believe, is the ranking 
Republican member. I know they are very much interested in 
getting prompt consideration and they hope prompt passage of that 
bill but at the same time, we are trying to rush to completion this 
bill, and we may not be able to wait for action in both Houses 

What action has been taken by the Senate Public Works Committee? 


ACTION PENDING IN SENATE 


Mr. Nouan. With respect to the Senate, Mr. Chavez has intro- 
duced bill S. 1981 which, in net effect, is the same. It increases 
the authorization by twenty-five-million-dollars-plus, which, together 
with what has been already authorized, will amount to almost $75 
million, which is the total figure required. 

Senator HoLuAND. Does it step up the date of the later authoriza- 
tions to comply with the total request of the President? 

Mr. Nouan. Yes, sir. 

Senator HoLttanp. What is the status of that bill? 

Mr. Turner. I understand they will meet soon to consider that 
vill. 

Senator HoLtanp. We may find that some of the questions I have 
asked will not be needed by the time the committee acts, but I did 
want the record to make it possible for the committee to do every- 
thing within its power to know the facts at the time the bill is marked 


up. 
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Mr. Turner, do you have further comment to make with reference 
to this project? 

Mr. Turner. I do not believe I have anything further, Mr. Chair. 
man, unless you have some questions. 


POSSIBILITY OF EARLY COMPLETION 


Senator Hotianp. Of course, you know of my own very active 
interest in this project. I want the record to show anything that 
would helpfully reflect the prospect of completing the highway in 3 
vears. Do you think it is within the realm of reason: able. possibility 
and expectation that if money is made available, it can be completed? 

Mr. Turner. Yes, sir; we believe the project ¢ ‘an be completed 
within the 3-year se hedule proposed if the money is made available. 

Senator Hon. LAND. Is not the biggest part of the job now remaining 
the job of topping and surfacing long segments which have been graded 
and surfaced with crushed rock, but the final surfacing work has to be 
done? 

Mr. Turner. That plus a large part in Costa Rica which extends 
to Panama. 

Senator HoLtutanp. And the gap in northern Guatemala? 

Mr. Turner. We are working on that at the present time. 

Senator HoLLuanp. You are working on only 7 miles of that. 

Mr. Turner. Just a small segment, yes. 

Senator HoLtitanp. Mr. Holland? 

Mr. HoLuaNnp. Senator, the Department of State has been exceed- 
ingly interested in making whatever contribution we can and in en- 
couraging this Government to make whatever contribution it can to 
furthering the political and economic stability of the five Central 
American governments and states. 


COUNTRIES ISOLATED BY LACK OF ROADS 


As vou are aware, those states have been substantially isolated one 
from ck et by lack of ground transportation. The peoples of the 
five Central American states share a feeling of great kinship. There 
are cultural, historical, and political bonds that tie those five countries 
very closely together. Yet their economic stability and their political 
stability have not progressed with the rapidity that they themselves 
would like to see and that every one of the 21 American Republics 
would like to see and one of the factors impeding that progress being 
their isolation one from another. 

It is our very strong feeling, Senator, that the completion of a 
highway system that gives them good, usable ground ties of communi- 
cation will more than any other single material step contribute to 
the political and the economic progress, stability, and sturdiness of 
those five very important Central American countries. 

As you know, Senator, it is the policy of this Government, and I 
believe one that is enthusiastically supported by all of the people of 
this country, to give effective and not token support to the Liberation 
Government in Guatemala. That is the first government of the world 
representing a successful attempt by a people subjected to communism 
to throw off a Communist yoke and to rejoin the free nations of the 
world. 
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The Government, headed by President Castillo Armas, found a dis- 
astrous state in the economy of Guatemala when they eliminated the 
Communist-penetrated government and took over the reins of that 
country. 

GUATEMALAN ECONOMY 


As you know, Senator, the treasury of Guatemala had been rifled 
and the internal indebtedness had been built up by the Communist 
sovernment and the problems with which President Castillo Armas 
was faced were exceedingly difficult of solution. 

We have attempted by those means that are lawful and that are 
within the policies of the United States to give him, Senator, the 
amount of aid that is necessary to supplement his own efforts and those 
of the people collaborating with him to reestablish the economy of 
Guatemala on that sound basis that that sturdy country should look 
forward to. 

| direct your attention and that of the committee to the fact that the 
effect of this bill will be to make available to Guatemala in these 
crucial times during the next 83 very important vears substantial sums 
of money because it happens that approximately one-third of the 
xpenditures necessary to complete this highway lie within Gu: emer. 

This bill contemplates—-and I don’t believe my memory tricks me 
that in each of those 3 vears, this Government would make available 
n Guatemala the sum of about $8 million. 

Mr. NoLaAN. Yes. 

Mr. Hottanp. And that the Government of Guatemala would 
contribute as its share the sum of about $4 million. It has indicated 
that it may desire to borrow its contribution, and, as vou know, the 
Export-Import Bank has said that they would view very favorably 
or svmpathetically such request. 

Thus, this bill in addition to the considerations expressed in my 
written statement which Mr. Nolan was kind enough to read, makes 
available very substantial aid to this Liberation Government in 
Guatemala at a time when it will be needed more than at any time in 
the future. 

Senator Hottanp. Thank you very much, Mr. Holland. 

\ir. HoLLAND. With your permission, I would like to wait, Senator, 
and speak a few moments further in executive session when you have 
finished with some other matters that are before you. 

Senator HoLLanp. We do not like to have executive sessions, but 
if we understand that that is because of questions of national security 
we are glad to grant that request. 

Mr. Hotuann. Thank you, sir. 


VISIT OF CONGRESSIONAL DELEGATION 


Senator Hottanp. I may say, speaking not only for myself but 
for all members of the delegation of six Members of Congress who 
recently went to Central America, that we were greatly impressed 
with the earnestness and vigor and initiative of Castillo Armas, and 
| concur that the question of employment and the question of bring- 
ing new money to bolster the economy of his country—much of which 
has been looted and is in a far from satisfactory condition economi- 
cally—would be of very great importance in these coming months 
and years. 
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Aside from the carrying out of all of the objectives of the Inter. 
American Highway which are sufficient unto themselves, I think 
that that is an added peremptory consideration in connection with 
stepping up the program. 

Mr. Houuanp. I certainly share that conviction with you, Senator. 

Senator HoLLtanp. To summarize for the record, the House }jll 
would provide $8 million, which is $66,980,000 less than the estimate 
as shown by the supplemental request and $2,250,000 more than the 
appropriation for this purpose in fiscal year 1955. 

The Department requests the Senate to restore the full amount, to 
provide an appropriation now of $74,980,000, which, according to 
current estimates will complete the highway w ith a hard surface from 
the Mexican border to the Panama Canal in 3 years. 


AMENDMENT AND JUSTIFICATION 


The Department’s requested amendment and their justification data 
will be inserted in the record at this point. 
(The documents referred to follow:) 


BurEAv oF Pusuic Roaps 
INTER-AMERICAN HIGHWAY 
(House hearings, pp. 532, 543 to 575) 


Page 18, line 22, of H. R. 6367 as reported. 


1955 appropriation $5, 750, 000 
1956 budget estimate _ _ __ 74, 980, 000 
1956 House allowance___-__ 8, 000, 000 
Increase (+) or decrease (=) 1956 estimate over 1955 appropria- 

+69, 230, 000 
Increase (+) or decrease (—) House allowance from 1956 estimate. 66, 980, 000 
Restoration requested_ 66, 980, 000 


AMENDMENTS REQUESTED 


On page 18, line 24, strike out “in accordance with the provisions of the act of 
December 26, 1941 (55 Stat. 860), as amended by section 6 of the Federal-Aid 
Highway Act of 1952 (66 Stat. 158), $8,000,000” and insert “including purchase 
of five passenger motor vehicles, $74,980,000”’. 

On page 19, line 2, after ‘“expended”’, insert “‘: Provided, That this appropriation 
shall be available only to the extent that it is within the limits of the amounts now 
authorized, or hereafter authorized by any law enacted during the 1st session of 
the 84th Congress, to be appropriated’’. 


HOUSE REPORT 


“The bill includes $8 million for the coming fiscal year, an increase of $2,250,000 
over funds appropriated for 1955 and a decrease of $66,980,000 in the budget 
estimate. 

“The original budget submitted in January for this project included $5,750,000, 
which was based on completion in about 6 years. This estimate was increased to 
$74,980,000 by House Document No. 126 dated April 13, 1955, on the basis of a 
recent proposal to complete the highway within a 3-year period. The committee 
is recommending only $8 million for 1956, however, in view of lack of basic legis- 
lative authority for the revised estimate, and in view of the added cost of the 
accelerated program. 

“Testimony from officials of the Bureau of Public Roads disclosed that adop- 
tion of the revised plan would cost an additional $11 million or $12 million, due 
to the necessity of bringing in larger amounts of heavy equipment and the need 
to employ more outside labor at higher prices. The committee agrees that this 
project should be completed within a reasonable time, and has provided sufficient 
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funds for 1956 to make this possible. It does not feel justified, however, in 
reommending a ‘crash-basis’ program which will cost the taxpayers an addi- 
tional 20 percent or more for the same final result.” 


JUSTIFICATION 


It is recommended that the $66,980,000 reduction by the House Appropria- 
tions Committee be restored in order that the Inter-American Highway may be 
completed in 3 years in accordance with the program of the President. 

The Federal-Aid Highway Acts of 1950, 1952, and 1954 authorized appropria- 
tion of $64 million for the Inter-American Highway. Funds actually appro- 
sated against these authorizations have totaled $14,750,000, leaving an unap- 
propriated balance of $49,250,000. 

In support of the proposed plan for completion of the Inter-American Highway 
within the next 3 years, the chairman of the Senate Committee on Public Works 
has introduced bill No. S. 1981, which is intended to authorize the appropriation 
of the additional sum of $25,730,000. This proposed additional authorization 
added to the current unappropriated balance of authorizations in the amount 
of $49,250,000 would increase the authorizations to a total of $74,980,000, cor- 
responding with the budget request and the current estimated cost of completing 
the highway within 3 years. A bill No. H. R. 5923 has also been introduced by 
the chairman of the House Subcommittee on Public Roads of the Committee on 
Public Works which is intended to accomplish the same result. Hearings on 
the House bill were held May 16, 1955. Favorable action on the proposed 
authorizing legislation would meet the requirement for basic legislative authority 
for the revised estimate. The proposed appropriation language takes into con- 
sideration this need for additional authorization by making the appropriation 
“* * * available only to the extent that it is within the limits of the amounts 
now authorized, or hereafter authorized by any law enacted during the Ist session 
of the 84th Congress, to be appropriated.” 

The budget estimate for the Inter-American Highway in the amount of $74,- 
480,000, was transmitted to the Congress in conformance with letters dated March 
31,1955, which the President of the United States addressed to the Vice President 
and the Speaker of the House, expressing his conviction that ‘‘the early completion 
of the Inter-American Highway in close cooperation with the affected countries is 
aclearly established objective of United States policy,” and that it would repre- 
ent “the most significant single action which the United States can take in Cen- 
tral America and Panama to bring about the most mutually adv antageous results.”’ 
Instating that he is convinced, for economic and political reasons, now is the appro- 
priate time to speed completion of the Inter-American Highway, the President 
cited the following considerations in justification of an accelerated construction 
program: 

“1. A completed highway will provide a very important contribution to the 
economic development of the countries through which it passes. 

“2. There will be an opportunity for increased trade and improved political 
relations among these countries and the United States. 

‘3. The resultant increase in tourist traffic would not only improve cultural re- 
lations but also serve as a very important element in the development of their 
economies through earnings of foreign exchange. 

The existence of such an all-weather highway would be of substantial se- 
curity importance, both in providing overland contact and communication as far 
southward as the Panama Canal, and in bringing an important physical link be- 
tween these countries in our common defense of the Western Hemisphere against 
aggression from without and subversion from within.”’ 

The President indicated further that the stabilizing effect of these factors would 
tend to bar any possible return of communism which was so recently and success- 
fully defeated in this area. 

In support of the proposal that the completion of the Inter-American Highway 
be expedited to the maximum possible extent, the Secretary of State addressed 
aletter to the Secretary of Commerce, dated April 1, 1955, expressing the views 
of his Department concerning the importance of the proposed accelerated pro- 
gram to United States foreign policy. In his letter the Secretary of State affirmed: 

‘In my judgment the most effective and immediate contribution which this 
Government can make toward the establishment of strong, self-reliant, and durable 
economies in the Central American Republics i is to cooperate in the early comple- 
lion of the Inter-American Highway.”’ The Secretary also pointed out that al- 
though Congress has, to date, supported the program with appropriations amount- 
ing to almost $54 million, maximum benefits cannot be derived from the completed 
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sections of the road because there are still many miles of impassable sections g 
well as many more miles which are below standard. 

The Secretary’s letter discussed benefits which could be attained through cor. 
pletion of the Inter-American Highway within the next 3 vears ineluding polit 
stability, economic development, increased trade, increased tourism, and strateg 
benefits. He concluded with the following statement: ‘‘The United States 
gether with the cooperating countries, has already made large expenditures towa; 
this highway program, but if we are to obtain maximum returns from our contri- 
bution and are to share with those countries the beneficial results of economic a) 
political stability, the Inter-American Highway should be completed within | 
next 3 years.” 

The House Appropriations Committee report indicates that the committ 
agrees that this project should be completed within a reasonable time, and reco 
mends an allowance of $8 million for 1956 to make this possible. The cur 
estimate of completing the Inter-American Highway, without acceleration to 
3-year program, totals $63 million. If appropriations beginning with the fises 
vear 1956 were made at an annual rate of SS million, it would take 8 vears, or u 
1963, to obtain the final appropriation necessary for letting the last contracts 
At least an additional vear would be required to complete the constructio: 
the result, that the highway could not be expected to be completed until 1964 
or after a total lapse of 9 years. It could be anticipated that as construct 
progresses, the economy of the Central American countries would be improy 
with the result that labor and construction costs in general would steadily increas 
during the 9-vear period. Recognizing this economic trend, it is unlikely that 1 
current estimate of $63 million would be adequate for completion of the highwa 
and one or more additional annual authorizations of $8 million might be necessar 
to complete the highway. 

It is significant that during the period from 1948 to 1955 construction 
have risen steadily with the improved economy of the Central American countries 
This economic improvement can be attributed in part to the construction on t 
Inter-American Highway. For example, the increase in basie labor rates in 
Central American countries during this period has ranged from 35 to 74 perce 
In addition there have been numerous fringe benefits to labor amounting in so 
countries to an additional 38 percent 

To complete the Inter-American Highway within the next 3 vears it is essentia 
that the full amount of the budget request be appropriated for the fiscal vear 
1956. While it is expected that expenditures during the fiscal vear 1956 w: 
total approximately $24 million, it is extremely desirable that funds for completior 
of the entire project be available for obligation to permit execution of contract 
to the maximum extent possible within the first vear of the program. 


Summary of requirements 
Appropriation, 1955 $5, 750, 000 
Deduct: Nonrecurring items 750, 000 


Base for 1956_— - 
Requirements for 1956 74, 980, OO 


Total estimate of appropriation, 1956__ - 74, 980, (0 
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REVISED ESTIMATE OF COST TO COMPLETE 


In 1949 an estimate of cost to complete the Inter-American Highway was pre- 
pared based on 1947 and 1948 costs and conditions. This estimate was as follows: 


United States funds 
Construction $62, 782, 000 
United States administration ___ 2, 511, 000 


Total United States funds 65, 293, 000 


Based on the 1949 estimate, the Federal-Aid Highway Acts of 1950, 1952, and 
1954 authorized the additional sum of $64 million for completion of the highway. 
Against these authorizations, $14,750,000 has been appropriated leaving an 
unfinanced balance of $49,250,000 available for completion of the highway. 
However, as the years passed, the 1949 estimate of cost to complete the highway 
became more and more inadequate as a result of gradually increasing construction 
costs coupled with revised estimates based on the availability of more complete 
engineering data obtained from surveys and plans completed since 1949. Quite 
some time ago it became apparent that the funds authorized would not be sufficient 
to provide a bituminous surface on the full length of the completed highway. It 
is now estimated that approximately $14 million United States funds additional 
will be needed_to include a bituminous surface, making the total United States 
funds required approximately $63 million over and above appropriations to date. 

The above figures were based on completing the highway within approximately 
the next 5 to 6 years. To complete the highway within the next 3 years, it is 
estimated a considerably larger amount will be required because the proposed 
accelerated program will require the extensive use of large United States con- 
tractors who will necessarily bring in United States skilled labor and equipment. 

It is estimated that to complete the highway within 3 years an overall increase 
in cost of approximately 20 percent (of $63 million) can be anticipated, bringing 
the revised estimate to a total of approximately $75 million United States funds. 

The tabulation on the following page reflects, by countries, the revised estimate 
of the cost to complete the highway on the basis of a 3-year program. The state- 
ment also reflects the projected condition of the highway following completion of 
the fiseal year 1955 program, 
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HOUSE REPORT 


Mr. NoLtan. The report of the House Appropriations Committee 
aid that they could only grant $8 million for 1956 because the 
Congress lacked the basic authority to give more money. 

The purpose of the Fallon bill, which has been reported out in the 
House, is to correct that situation. 

Senator HOLLAND. Evidently it was not made clear that there are 
substantial amounts unappropriated from the former authorization. 


STATE-COMMERCE COOPERATION 


Mr. Roruscnitp. Mr. Chairman, the testimony which you have 
ust heard is substantial evidence of the fact that the Department of 
state and Department of Commerce have worked very closely together 
) this matter of the Inter-American Highway and its completion in 
a 3-year period, 

| should like to underline and subscribe most heartily to what has 
heen said by previous witnesses and urge the favorable consideration 
of your committee and the Senate on this most important matter. 

This matter is so important to the economy and the welfare of not 
only our neighbors but of ourselves. 

senator HoLLanpb. Thank you, Mr. Rothschild. 

To supplement the hearings otherwise on the public roads, I am 
voing to insert in the record at this time a summary of the information 
compiled by the staff from tables on pages 1149-1150 of the budget 
or 1956 which is a summary of receipts for the Federal Government 
from excise taxes levied upon gasoline, lubricating oils, passenger 
automobiles and motorcycles, buses, trucks, and so forth, auto parts, 
tires and tubes, diesel fuel, all of which pertain directly to travel on 
the highways. 

The document referred to follows:) 


Pusiic Roaps 
Summary information extracted by the staff from tables on pages 1149-1150, 
I idget, 1956. 
Summary of receipts for Federal Government—Excise taxes 


{In millions] 


Estimated receipts 


1955 1956 


rasoline_. . i i ; $915 
Labrie iting oils_. i ie 78 
ssenger automobiles and motore ycles sé : SSO 
es, trucks, ete ; ea 139 
\uto parts —e ‘ 2 152 | 
ires and tubes ; da uaee 190 
Highway diesel fuel aK ; . ; ‘ add oukdes ‘ 23 


POW iavas td omttaiebeeene oom btn esck ere whe eee 2, 377 


Senator HoLuanp. Is there anything further in this field? 

Mr. Hottanp. That is all, 1 believe, Mr. Chairman. 

Senator HoLLanpb. I wonder if all persons would leave so that we 
may comply with the suggestions of the Assistant Secretary. 

(Whereupon, at 4 p. m., the committee proceeded to executive ses- 
sion, after which the following occurred: ) 


63332—55 16 
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INLAND WATERWAYS CORPORATION 


AMENDMENT AND JUSTIFICATION 


Mr. Nietson. Mr. Chairman, if we may we would like to take up 
the Inland Waterways Corporation, since that is just a langugag 
provision. 

Senator Hottanp. The Department’s proposed amendment and 
justification may be made part of the record at this point. 

(The documents referred to follow:) 


INLAND WATERWAYS CORPORATION 
ADMINISTRATIVE EXPENSES 
(House hearings, pp. 394-396) 


Not included in H. R. 6367 as reported. 


1955 authorization________- : gies oie $14, 00( 
1955 budget estimate ee ee 14, 00 
1956 House allowance ate ca een an 

Increase or decrease, 1956 estimated over 1955 appropriation 

Increase or decrease, House allowance from 1956 estimate. __ 

Restoration requested________- 


AMENDMENT REQUESTED 


On page 23 immediately, preceding line 17, insert: ‘Inland Waterways Corpors- 
tion (administered under the supervision and direction of the Secretary of Com- 
merce): Not to exceed $14,000 shall be available for administrative expenses t 
be determined in the manner set forth under the title ‘‘General expenses”’ in the 
Uniform System of Accounts for Carriers by Water of the Interstate Commerce 
Commission (effective January 1, 1947).” 


HOUSE REPORT 


No statements contained in House report concerning this item. 


JUSTIFICATION 


The Inland Waterways Corporation is an independent governmental entit 
and is not an organizational component of the Department of Commerce. } 
orders of the President of the United States, the Corporation functions under 
the supervision and direction of the Secretary of Commerce, who also serves as 
Governor of the Inland Waterways Corporation. 

Although the House Appropriations Committee failed to authorize any ai- 
ministrative expenses for fiscal 1956 the Committee report makes no mention of 
the basis or reasoning for such action. I must assume, therefore, that the com- 
mittee felt the expenses involved could be absorbed by other appropriations 
recommended for the Department. Since the Corporation is not an organiza 
tional component of the Department, its appropriations do not appear to be 
legally available for expenses of the Corporation. 

While we have disposed of the facilities and operating rights to private capita 
the contract of sale provides for stipulated performance and the assessment 0! 
penalties for any willful performance failure In order to protect the Govern- 
ment’s interests it is essential that the Corporation have its representatives mak 
regular periodic inspections and audits to determine compliance with all contrac 
terms. Further, the Corporation is responsible for the settlement of business 
transactions relating to periods prior to July 1, 1953, as well as the orderly liquida- 
tion of its affairs. 
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As an economy measure the Corporation has contracted with the Office of the 
Secretary of Commerce to provide the necessary part-time legal, accounting, and 
management services. It has likewise contracted with the Federal Barge Lines, 
Inc., to provide the necessary part-time services for investigating and processing 
of cargo and loss and damage claims. As a result of these contracts the Corpora- 
tion does not have any full-time personnel. It is estimated that these contractual 
services will require $10,870 in fiscal 1956. In addition the Corporation will have 
direct expenses of approximately $3,130. Of this amount it is estimated that the 
annual audit which is made by the General Accounting Office will require $3,000 
and the remaining $130 is to be expended for telegrams, telephone, postage, and 
printing. 


REASON FOR REQUEST 


Senator HoLttanp. Mr. Rothschild, could you give us a brief 
summary for the reason why you request the Senate to consider 
providing $14,000 for appropriations in the Inland Waterways Cor- 
poration to spend for expenses of liquidation during fiscal 1956? 
The amount you ask is the same amount that was given this year 
because of the windup of all of the assets of this Corporation, as we 
understood: it. 

How soon would this be completely liquidated? 


TERMS OF SALE 


Mr. Roruscuitp. Under the terms of sale, Mr. Chairman, the 
purchaser is obliged to meet a number of continuing requirements 
which the Government imposed on the purchaser for a period of 20 
years. 

One of those requirements, for example, has to do with the amount of 
cargo handled in less than bargeload lots in order to maintain the 
common-carrier characteristics of the service. This requires a few 
trips, some correspondence, some telephoning, and some auditing, 
and the $14,000 is needed in order to do those few duties which the 
Government has to perform in order to make certain that the terms of 
its contractual sale are carried out. 

Senator HoLLanp. Do those services, activities, involve check on 
the physical assets and check of the books and records? 

Mr. Roruscui.p. Yes, sir. 

Senator HoLtianp. And this appropriation is requested to permit 
of those two kinds of check, is that it? 

Mr. Roruscuitp. That is correct, and a substantial part of the 
authorization is for reimbursement to the General Accounting Office, 
which does a part of the auditing job. 

Senator Ho_ianp. In other words, the General Accounting Office 
does the auditing and you folks do the inspection of physical proper- 
ties? 

Mr. Roruscuiip. That is correct. 

Senator HoLLanp. Is there anything further? 

Mr. Roruscuip. | think that is all. 
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WEATHER BuREAU 


STATEMENTS OF LOUIS S. ROTHSCHILD, UNDER SECRETARY Fop 
TRANSPORTATION ; GEORGE T. MOORE, ASSISTANT SECRETARY 
OF COMMERCE; OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; D. M. LITTLE, ASSISTANT CHIEF OF BUREAU; R. ¢. 
GRUBB, BUDGET OFFICER; G. L. BOWIE, ASSISTANT BUDGET 
OFFICER; AND L. E. BROTZMAN, CHIEF, PLANS AND PROGRAM 
MANAGEMENT OFFICE 


HOUSE ACTION 


Senator HoLLaANp. Next is the Weather Bureau. There are two 
appropriations, “Salaries and expenses’ and ‘Establishment of 
meteorological facilities.”’ 

In the “Salaries and expenses’? appropriation, the House allowed 
$29,900,000, which is $2,050,000 more than the estimate, and 
$4,960,000 more than the appropriation for fiscal 1955. 

For the second item, which is new this year, the House allowed 
the amount of the estimate, $5 million. 

The increase for ‘‘Salaries and expenses” item was by floor amend- 
ment and the Department has indicated that request for amendment 
based on committee action, is now withdrawn. 

The Department also requests, as I understand, that the Senat 
concur in the House action on both of these appropriations items. 


JUSTIFICATION 


We will insert the summary justification material for the Weather 


Bureau in the record at this point. 
(The documents referred to follow:) 


SALARIES AND EXPENSES, WEATHER BUREAU 
(House hearings, pp. 599 to 627) 


Page 22, line 4, of H. R. 6367, as reported. 


1955 appropriation _ : P sans : ieencann Day 0405000 
1956 budget estimate =e : Peau 27, 850, 000 
1956 House allowance___- 1 : rs 29, 900, 000 
Increase (+) or decrease (—), 1956 estimate over 1955 appropria- 

tion es ee tetas Be __.. +4, 960, 000 
Increase (+-) or decrease (—), House allowance from 1956 estimate_ +2, 050, 000 
Restoration requested_ ne" a 5s an gdb Sc gs Ge i ogee sy 


AMENDMENT REQUESTED 
On page 22, line 11, strike out “27,650,000” and insert ‘‘27,850,000”’. 
EXTRACT FROM HOUSE REPORT 


“Salaries and expenses.—The sum of $27,650,000 is included in the bill for 1956, 
an increase of $2,710,000 over funds available for 1955 and a decrease of $200,000 
in the budget estimate. The additional funds include approximately $2,500,000 
to permit the Weather Bureau to take over certain basic meteorolegical activit ies 
now being supported by the Department of Defense. These include 25 upper- 
basie network stations, central analysis work in Washington, the preparation an 
publication of special weather maps, and the handling of weather services i! 
Trust Territory Islands of the Pacific. The balance of the increase provides for 
full-year operation of facilities operated during the fiscal vear 1955 on a part-year 
basis, and covers ‘fringe benefits’ authorized by the last Congress. 
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[he inereasing difficulty being experienced in large cities in obtaining weather 
ormation directly from Weather Bureau offices was brought to the committee’s 
attention during the hearings. The committee recognizes that the major portion 
of the Weather information must be disseminated through automatic dial telephone 
service, radio stations, and similar general public service facilities. At the same 
however, it realizes that certain segments of our business population need 
special weather information in order to effectively conduct their activities. Ac- 
cordingly, it is reeommended that the Weather Bureau use a portion of the addi- 
tional funds provided in the accompanying bill for the purpose of providing any 


such additional facilities required in major metropolitan areas. 
JUSTIFICATION 


fhree items are represented in the increase requested for “Salaries and expenses, 
Weather Bureau, fiscal vear 1956.’ These items are: 


lransfer of basie civil meteorological functions from the Depart- 
ment of Defense to Department of Commerce $2, 521, 600 
9 Annualization of certain ‘fringe benefits” costs 160, 000 
3, Operation of facilities proposed under the “Establishment” appro- 
priation 228, 400 


he House ‘bill reduced the requested amount by $200,000 and the accompany- 
report further recommended that the Weather Bureau use a portion of the 
maining amount to provide additional public weather services in major metro- 
politan areas. These actions imply that the three program items listed above are 
subject to adjustment by the Weather Bureau Actually, neither of the first two 
tems permits any flexibility in cost. The transfer of basic civil meteorological 
functions from the Department of Defense to the Department of Commerce is 
based upon an agreement between the two agencies and endorsed by the Bureau 
fthe Budget. 
The major portion of the cost of annualizing certain ‘‘fringe benefits’? expenses 
for increased overtime rates. Most of the overtime now being utilized is 
jiired to meet severe weather emergencies and for maintaining overseas sta- 
us in locations where overtime is more economical than additional staffing. 
The Bureau sincerely appreciates the recognition given the request for fiscal 
ir: 1956 as indicated by the House action; however, in view of the existing and 
nereasing necessity for the installation and operation of new and improved 
cilities such as radar, upper-air observing equipment. end-of-runway equip- 
ent, and other observational apparatus, it is believed that a deferment of pro- 
posed schedules in this respect would prove an unmeasurable detriment to the 
blie. 
These proposed facilities are needed at the earliest conceivable date for the 
irpose of detecting, forecasting, and warning the public of approaching tornadoes, 
hurricanes, and other severe storms. Plans have been made to facilitate these 
required installations with a minimum of delay. If, however, following installa- 
ion, the facilities cannot become operative due to the inadequacy of Bureau funds, 
the entire purpose of the program is jeopardized. It is realized that certainly 
such is not the intent of the Congress. 
For this reason, it is requested that this committee give every consideration 
toward restoration of the $200,000 reduction and in so doing permit the Bureau 
to fulfill the objectives as contained in the President’s budget. 


Summary of require ments 
propriation, 1955 _ $24, 750, 000 
\dd: Second Supplemental Appropriation Act, 1955 190, 000 


Base for 1956 A . 24, 940, 000 
Net difference, 1956 over 1955: 


Requiremen 
tequirements Difference, 


increase ¢+-) 
or de- 
crease (—) 


By activity 
1955 1956 
adjusted estimate 


(reneral weather services 23, 006, 100 $25, 914,000 +$2, 908, 000 
Research 537, 700 537, 000 
Administration " 1, 396, 200 1, 398, 200 +2, 000 


Gross requirements : 24, 940,000 27,850,000 +2,910,000 +2, 910, 000 


Total estimate of appropriation, 1956 27, 850, 000 
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PURPOSE OF FLOOR AMENDMENT 


Mr. Roruscuitp. I do not believe that follows the Secretary’s 
testimony of a few days ago, Mr. Chairman. 

Mr. Nretson. Mr. Chairman, I believe the Secretary testified that 
we were here requesting the restoration of the $200,000 which the 
House had deleted from our budgetary request. 

Senator HoLttanp. What about the additional funds that were 
allowed by the House on the floor? For what purpose were they 
alowed in what amount? 

Mr. Roruscuitp. They were allowed, as I understand, sir, for 
hurricane warnings and were for the establishment of additional 
facilities aimed at giving better service in that direction. 

Senator Hottanp. They were a result of the fact that the hurri- 
canes in the last few years have hit areas that have not customarily 
been the targets, and a request for enlarging the coverage of the 
hurricane warning service. Is that what has brought the situation to 
a head? 

Mr. Roruscuiip. The floor amendment was by a Rhode Island 
Member and that was one of the areas badly affected by Hurricane 
Carol. 

Senator HoLtuanp. I remember that several hurricanes in recent 
years, instead of striking Florida and adjacent areas of the gulf and 
lower Atlantic, which too frequently have been the targets, have 
veered off eastward and struck up the coast so as to make a sort of 
temporary pattern of that kind. 

Now, this amendment was offered, as you say, by a Rhode Island 
Congressman, I understand by Congressman Fogarty of Rhode Island. 
Does the debate indicate that the purpose of the addition was to enlarge 
the facilities for coverage for hurricane determinations and warnings 
of the Hurricane Warning Service? 

Mr. Roruscuixp. I believe it does, sir. 


VALUE OF FUNDS ADDED 


Senator HoLLuanp. Well, I think the committee would appreciate 
the frank expression from your responsible officials as to the value 
of the appropriation for that purpose or the lack of value. 

Mr. Roruscuiup. I am sure that I do not have the technical com- 
petence to give you an opinion on that. Mr. Little, the administra- 
tive head of the Weather Bureau is here in Dr. Reichelderfer’s absence 
and he has some of his staff with him. 

Senator HoLuanp. Mr. Little, I want you to understand that this 
request is an earnest one for full information of the committee as to 
the attitude, as to what is needed, as to whether it was requested of 
the Budget Bureau, as to whether it could be utilized helpfully as a 
useful and needed addition to the Hurricane W arning Service. 

Mr. Lirrte. Mr. Chairman, for the record, my name is D. M. 
Little. Iam the Assistant Chief of the Bureau acting for Dr. Reichel- 
derfer while he is away at an international conference. 


PREPARED STATEMENT 


I have a prepared statement to submit for the record. 
Senator HoLLtanp. The statement may be placed in the record. 
(The statement referred to follows:) 
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PREPARED STATEMENT OF THE WEATHER BUREAU 


Mr. Chairman and members of the committee, I would like your permiss 
briefly discuss the Weather Bureau’s requirements for fiseal vear 1956. 

Our estimates for the “Salaries and expenses’? appropriation for 1956 provide 
for continuation of our field stations and staff at present level. No new station. 
or activities are planned with which to provide additional service to the gene; 
publie although plans are being made for the Weather Bureau to assume certs 
—_— activities now being performed by the Department of Defense. This jp. 

udes the transfer to the Bureau of 25 upper-air basic network stations, full sup. 
port for the Weather Analysis Center in Washington, the preparation and publica. 
tion of special weather maps of the Northern Hemisphere required for resear 
purposes, and the operation of the Weather Service in the Trust Territory Island: 
in the Pacific. The transfer of these functions to the Weather Bureau inno w 
represents an increase in Weather Service being supported by Federal fund. 
This transfer has been coordinated with the Department of Defense and approy 
by the Director of the Bureau of the Budget, and the Weather Bureau is eo 
initted to continue these programs without change and at a total cost estimated 
exeess of 82,500,000. 

Another item which we have planned under our ‘Salaries and expenses’’ appro- 
priation for 1956 is the operation of certain meteorological observing faciliti 
which are to be established during fiscal vear 1956 under a separate appropriatii 
which has been approved by the House. The facilities which we expect to hay 
ready for operation in fiscal vear 1956 according to present timetables includ 
urgently needed instruments for observing high altitude wind conditions and for 
detecting and forecasting hurricanes, tornadoes, and other severe storms. Funds 
required to operate these new facilities in 1956 will be about a quarter milli 
dollars. 

The House has approved our request for an increase in the salaries and expenses 
appropriation to cover those activities which are being transferred from 
Department of Defense. Also the House approved the item for establishment 
meteorological facilities in amount of $5 million to be available for a 4-year peri 
However, our request was for $27,850,000 for the salaries and expenses appro- 
priation of which $228,000 was for the operation of the new facilities to be estab- 
lished during the vear. I recently testified before this committee when H. | 
1903 was under consideration, that the Weather Bureau planned to continu 
present stations and staffs without curtailment. These considerations, togethe 
with the requirement for the Weather Bureau to assume the operating costs of 
those programs being taken over from the Department of Defense, account for 
the original request of $27,850,000 as contained in the President’s budget. 

This concludes my general statement and it will now be our pleasure to answer 
any questions you may have concerning the Weather Bureau’s requirements for 
fiscal year 1956. 

HOUSE ACTION 


Mr. Lirrire. At the House hearings, we gave testimony at the re- 
quest of the chairman of the committee as to what had been asked of 
the Department in the way of increases for weather service, and also 
what the Department requested from the Bureau of the Budget. That 
is in the record of the House hearings. 

Senator HoLLanp. You mean you disclosed very fully what your 
original request had been and then what was granted by the Budget 
Bureau? 

Mr. Lirrie. That is right. 

Senator HoLLtanp. Were there substantial requests not granted by 
the Bureau? 

Mr. Lirrie. Yes, our original request to the Department was for 
more than $49 million, which was an increase from this year’s appro- 
priation of $24,940,000. 

We submitted to the Bureau of the Budget after consultation with 
the Department an estimate for approximately $38 million. That 
was reduced by the Bureau of the Budget by $5.1 million to about 
$33 million. Now, the $33 million is composed of 2 items; first, a $9 
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million establishment fund which is to be available for 4 years. It is 
for the procurement of modern equipment for upper-air soundings, 
for cloud height and visibility measuring equipment to be installed at 
the end of airport instrument runways, and other modern meteorol- 
ogical equipment for weather stations. That is not a part of the 
salaries and expenses appropriation. Then the second part of the 
33 million total is the salaries and expenses appropriation, which 
amounts to $27,850,000. This amount includes funds for present 
staff and stations and for the takeover from the military services of the 
basic meteorological activities referred to in my general statement. 
These are activities that the Weather Bureau should have been doing, 
because they are basic civilian services, but during and after the war 
‘he military services found them so necessary to their operations that 
they went ahead with this work. They are anxious for us to take over 
this basie civilian work and do it. 


BUDGET PROVIDED NO STAFF INCREASE 


So, actually, the estimate for the Weather Bureau does not include 
funds for increasing staffs or inc reasing service at Weather Bureau 
offices along the coast or in the interior. The takeover from the mili- 
tary is me ‘rely a transfer from the Defense Department to the Com- 
merce Department of activities now being performed. 

We are assuming the cost and the Defense Department is not du- 
plicating it in their budget. 

Senator Hottanp. Do I understand that as reflected in the budget, 
your estimates do not allow for any expansion of the Weather Bureau 
per se, but only for the taking over of these Defense Department 
operated facilities? 

Mr. Lirrite. That is true with the exception of the $5 million 
stablishment fund which is for the purchase and installation of new 
instruments. 

In the House hearings, on page 637, the chairman asked that we put 

statement in the record of future requirements of the Weather Bu- 
eal. That statement was prepared in collaboration with the De- 
partment and gives a plan that we expected might be accomplished 
na period of 6 years. 

Senator HoLtanp. I am looking at that statement now. What 
part of it includes the hurricane warning service? 

Mr. Lirrte. The hurricane warning service is represented directly 
or indirectly in every major part of this plan. On page 638, part I, 
the observational equipment would mean 70 additional sets of high 
powered radar equipment. Some of these would be installed along 
the coast. 

We propose that at upper air sounding stations, the freque ney of 
observations should be increased from 2 to 4 times daily. That is 
needed for research on hurricanes and tornadoes, and from which 
we will learn more about these storms so that we can pinpoint them a 
little bit better. 

ADDITIONAL REPORTS FROM SHIPS 


In item 2, “Marine reports,’’ we need 75 additional weather reports 
from merchant vessels transmitted to us. At the present time we 
cannot accept all observations from ships at sea because we are unable 
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to pay the communication costs. We wish to increase the number of 
these weather observations. 

We want to develop instruments for upper air soundings that wil] 
be cheaper in the long run than the present equipment. We think 
that that can be done if we can spend some manpower and funds on 
instrumental development. 

Then we want to add remote reading instruments for observation 
stations so that we will get more observations. For example, aj 
CAA stations many stations are now unable to record certain elements 
of our observations because of the air-ground communications work. 
load which prevents cooperating CAA staff from leaving their operat. 
ing positions. 

STORM WARNING METHODS 


In item B on page 638 of the House hearings, we show a staffing 
requirement at forecast stations and other stations that issue warnings 
as well as the need for added stations. A number of our stations 
along the coast are manned not on a 24-hour basis but on a 16- and 
sometimes on a 12-hour basis. The way we operate now is to detail 
people from eines in the interior to the coastal stations. We fly 
them in, or use any way available to get them there, to help out 
during severe storm conditions. 

Senator Hottanp. Do you mean during the hurricane season or 
after a storm is found in the offing and you are trying to trace it? 

Mr. Lirrue. When we are trying to trace it. Then in order to 
solve the flood situation, we need eight additional river forecast 
centers with supporting facilities to take care of all watersheds in the 
United States. 

Major watersheds are pretty well covered at the moment, but there 
are areas that are now unprotected. With eight additional river 
forecast centers we would have the flood situation pretty well in hand, 

Now, for communications needed for hurricanes and other severe 
storms. We want to install facsimile receivers on the Air Force 
facsimile circuit to receive the weather maps and charts that we 
prepare here. We need these receivers in about 200 offices. 


STORM WARNING CIRCUIT 


We also need additional teletypewriter facilities, particularly a 
severe storm warning circuit to run from New Orleans to all of the 
forecast centers including Oklahoma City and through Chicago to 
Washington. That is largely for tornadoes. 

We also want to add all of the coastal cities from Brownsville 
around Florida and up to Maine to our present hurricane warning 
teletypewriter circuit which now operates on a part-year basis. The 
period of operation of this circuit should be extended by beginning 


earlier in the season aad continuing longer to be sure that some 


early or late storms do not come in unexpectedly. 

The next item is the local stations. In order to provide 24-hour 
coverage at small coastal stations, which are not now covered sufli- 
ciently we need additional staffing. 

Another communication requirement is to disseminate aviation 
weather by automatic broadcast continuously like the telephone 
system we have now which enables you to dial a number to get the 
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atest forecast. We would like to have a similar system using the 
mdio, So that any pilot can tune in on the proper frequency and 
tain the weather in the surrounding area at any time from a mag- 
netic tape that we prepare and revise to give a 5-minute summary 

{the latest weather for the area. 

Then we have summarized our plans for climatology. I will go 
to research. We need a great deal of research, both in the hurri- 
«ne area and in the tornado area; for example, last year we learned 
for the first time that the path of a hurricane is not ‘a smooth curve 
i usually drawn on charts but it is a wobbly curve that seems to 
lave a period of about 24 hours. It may be due to the fact that the 
jurricane moves toward the sun when the sun is rising in the East, 
wd toward the sun setting in the West. We are not quite sure, 
jecause we do not have sufficient and ne ‘essary information on the 
subject. 


CAUSES BEING STUDIED 


We need to fly with the military in these hurricanes, and make 
ertain Measurements of temperature, pressure, and moisture to 
liscover What causes the hurricane to wobble so that we can better 
pinpoint its location and forecast its path. If we could have pin- 
pointed Hurricane Carol, we would have known that it was going to 
ike at about the border of Connecticut and Rhode Island and that 
Narragansett Bay would be on the east side of Hurricane Carol. 
The strong winds are always on the eastern side, because as a hurri- 
«ane moves forward the resultant winds are due to not only the winds 
if the circulation but to the winds of translation on the east side as 
vell. Consequently the winds are much stronger on the east side of 
the hurricane. 

Senator HoLttanp. They are going back in to fill up the area from 
which the storm has come. 

Mr. Lirrite. They are trying to keep up with the forward move- 
nent of the storm as well as circulate around it. Consequently these 
vinds pushed a lot of water for a long stretch over the ocean into 
\arragansett Bay. If that hurricane had been just a hundred miles 
ast of there, there would have been no flooding in Providence, but 
our techniques are not good enough to distinguish sufficiently far in 
alvance between that 100 miles at the present time. 

Senator HoLLanp. You seem to know remarkably well the point 
vhere they are going to hit the Peninsula of Florida, as a rule. 

Mr. Roruscuiitp. May I comment at that point, Mr. Chairman? 
Senator HoLuanp. Yes. 

Mr. Roruscuiip. Last night there were tornadoes in Kansas and 
(klahoma. 

: nator Hotuanp. That isa different thing entirely from hurricanes. 

Go ahead. 

TORNADO WARNINGS 


Mr. Roruscui.p. Well, I merely interpolate at this point to give 
vou an idea that the Weather Bureau does do a pretty good job, 
following your comment. 

At 9:55 last night a new forecast was made covering the Udall, 
Kans., area, and at 11 o’clock the storm hit there. Several were dead 
ind several injured, but many more might have been had they not had 
the warning. 





250 COMMERCE AND RELATED AGENCIES, 1956 


At Blackwell, Okla., the forecast said that one of the heayjes 
radar echoes should pass near Medford and Blackwell during th, 
aa hour and a half and about an hour later it did pass ther. 
Seventeen cae were killed and quite a number injured, but many, 
more probably would have been killed or injured had they not hai 
the advantage of the forecast. 

Senator Hottanp. We have not come to the point vet. 

Do you need this money and, if so, for what would you use it, and 
could you use it to good advantage? Are you asking for it? 

Mr. Lirris. | might answer it this way: we will need money {o) 
this program that I just outlined to you w hich covers a 6-year imple. 
mentation period. If it is decided to accelerate this program, they 
we are prepared to do it. 

Senator Hottanp. Appropriation of this amount would not coy 
this whole program. 

Mr. Lirrte. No, but it would get it started faster. 

Senator Hotuanp. In your original request to the Budget Bureau, 
did you have incorporated the same subject matter and substantial); 
the same amounts? 

Mr. Lirrte. You are speaking about the amount that the House 
increased? 

Senator HOLLAND. Yes. 

Mr. Lirrie. No, as I read the Congressional Record, that amount 
apparently was a compromise. The $2,250,000 that was added to 
the Weather Bureau appropriation was not any figure from th 
Weather Bureau. 


WEATHER BUREAU BUDGET REQUEST 


Senator Hoiianp. Had the Weather Bureau requested from thi 
Bureau of the Budget any amount whatever for these same objectives 
and was it denied? 

Mr. Lirrue. I will put it this way: we brought it to the attention 
of the Department last summer and it was decided that we wouli 
ask the Bureau of the Budget for $38 million which included 
million for the establishment program. 

The Bureau of the Budget cut $5 million from our establishment 
program. 

Senator HoLuanp. In other words, so far as that part of this appro- 
priation is concerned, that could be used on the facility. You put: 
a request for part es _ but it was a 4-vear program. You wanted 
to use $10 million in 4 vears in stepping up your facilities and th 
budget allowed you i ask for $5 million. 

Mr. Lirrie. That is right. 

Senator Hotuanp. Is the nature of the appropriations made in th 
House such as to be applicable to the establishment of the facilities 


PURPOSE OF HOUSE INCREASE 


Mr. Lirrze. As I understand it, the House increase is for establisli- 
ing both facilities and services, and possibly some research. 

The discussion that I read of House action covered largely serv- 
ice, increase in stations and service, tightening up the hurricane and 
severe storm warning service of the Weather Bureau. 
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Senator HoLLaNnp. As passed, was the appropriation distributed or 
\imited? 

Mr. Lirrte. No, it was not limited. 

Senator HoLLANb. Was it divided in any way? 

Mr. Lirrte. No, as I read the debate, it was not divided. 

senator HoLuanp. Have you prepared any requests or suggestions 
js to how you would use this amount under the wording of the debate 
and under the amount that was granted? 

Mr. Lirrte. No, we have not had time to do that vet, sir. 

Senator HoLLanp. I suggest that you prepare that for the consider- 
ation of this committee, if you will. 

Mr. Lrrrie. We will. 

senator HoLLanp. I think you ought to confer with the author to 
make sure that you understand his purpose. 

(The information referred to follows:) 


! To provide staff sufficient to keep a selected number of Weather Bureau 
ices open 24-hours a day in coastal cities from Maine to Texas where 
eather Bureau offices are now open only part time. 

2 To provide technically trained staff sufficient to reopen selected Weather 
Bureau offices in coastal cities from Maine to Texas where formerly 
Weather Bureau offices have been closed, and to establish new Weather 
fices at selected points. 

3. To operate special teletvpewriter, facsimile, telephone, and radio networks 
) strategic locations for the prompt relay of meteorological information used in 
forecasting hurricanes and major storms, and used for instantaneous distribution 
fhurricane warnings and alerts to all areas and citizens concerned. 

t. To provide staff and observing equipment to obtain additional rawinsonde 

servations during periods of hurricane or other severe storm threat. 

5. To provide a limited number of additional weather observations during 

rm periods from merchant ships traversing the western Atlantic 
aribbean Sea, and Gulf of Mexico. 

§. To provide 1 additional forecaster for hurricane forecasting at each of the 
flowing 6 hurricane forecast centers: Boston, New York, Washington, Miami, 
Yew Orleans, and San Juan. 

7. To establish an improved high-water warning service in the New England 
rea in order to inform coastal areas of approaching high storm tides, damaging 
aves, and other coastal inundations from abnormal water levels and 
ssjociated with hurricanes and heavy coastal rainstorms. 

8 To provide meteorological staff and facilities for emergency hurricane 

aning centers, mobile storm warning squads to supplement local Weather 
Bureau staffs during the intense activity accompanving passage of hurricanes 
| major storms, and to carry out public-information program. 
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INTEREST OF SENATOR PURTELL 


Senator HoLtLtanp. Senator Purtell has asked to make a statement 
rlating to his proposal for an increased Weather Bureau appropria- 
tion for improvement in hurricane warning before this committee. 
He will appear June 2 


RESTORATION OF $200,000 


Mr. Roruscuitp. We should not like to have the committee lose 
sight of the fact that this $200,000 which was not allowed by the 
House was for a specific purpose. 

Senator HoLLANnp. For a specific purpose for which vou ask restora- 
tion? 

Mr. Roruscniyp. Yes, sir. 
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Senator Hotitanp. That has no relation at all to the amount }, 
which the appropriation was increased on the floor of the House? 
, Mr. Roruscuizp. That is correct. 

Senator Hottanp. The purpose for which you would have use) 
the $200,000 is not included in the reasons advanced by Mr. Fog; arty 
for his increase of appropriation? 

Mr. Roruscuitp. That is my understanding. 

Senator HoLiaAND. It relates to a different field. 

What did the $200,000 cut come off of? 

Mr. Roruscuivp. Salaries and expenses. 

Mr. Lirrie. It came off of “Salaries and expenses’’—covering tly 
proposed part year operation of facilities to be established under the 
appropriation “Establishment of meteorological facilities.’ 

Senator Hottanp. Do you need that restoration in order to operat 
these facilities? 

Mr. Lirrie. That is right. 

Senator Hotianp. In the event that it is not granted, what will 
happen to these facilities that are to be established? ? 

Mr. Lirrie. Their operation will be slowed down. 

Senator HoLianp. In other words, you will establish some facilities 
but will be unable to operate them? 

Mr. Lirrie. That is right, sir. 

Senator HoLuanp. Is there any further information on the Weather 
Bureau? 

Mr. Roruscuivp. I think that is all, sir. 


UNITED STATES WEATHER BUREAU 


STATEMENT OF EDWARD J. HIGGINS, ADMINISTRATIVE ASSIST. 
ANT TO HON, THEODORE FRANCIS GREEN, A UNITED STATES 
SENATOR FROM THE STATE OF RHODE ISLAND 


SUPPORT OF APPROPRIATIONS 


Senator HoLianpb. Mr. Higgins, administrative assistant to Senator 
Green of Rhode Island. 

Mr. Hiaerns. Senator Green is at an executive committee meeting 
of the Foreign Relations Committee. He intended to be here but he 
now intends to file with you a letter spelling out just what he thinks 


should be appropriated in the way of appropriation to the Weather 
Bureau. 


Senator HoLtitanp. Thank you. 


COMMUNICATION 


I ask that the communication from Senator Green be incorporated 
in the record at the close of the other matters relating to the Weather 
Bureau. 

(The document referred to follows:) 
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Unirep Srares SENATE, 
CoMMITTEE ON RULES AND ADMINISTRATION, 
June 1, 1956. 
Hon. SpessaRD L. HoLuanp, 
Chairman, Subcommittee on Appropriations 
for the Department of Commerce, 
421 Senate Office Building, Washington 25, D. C. 

DeAR SENATOR HOLLAND: With this letter [ am sending you a statement in 
support of increased appropriations for the Weather Bureau. I trust you can 
have it inserted as part of the hearings conducted by the Subcommittee of the 
Senate Committee on Appropriations considering the Department of Commerce 
appropriation bill. 

‘Tt is my firm conviction that the Weather Bureau needs additional funds to 
operate efficiently and you will note in the enclosed statement that I reeommend 
and increase of $11 million in the Department of Commerce Weather Bureau 
appropriation for the fiscal year of 1956; $5 million of this appropriation I recom- 
mend for immediate improvement of the storm-warning service for the 1955 and 
1956 hurricane seasons; $5 million for the establishment of meteorological facilities; 
and $1 million for hurricane, tornado and severe storm research activity. 

In view of the anxiety and interest of many of our citizens in Weather Bureau 
activities, I trust that your subcommittee will favorably consider my recom- 
mendations for increased appropriations for the Bureau. 

Yours sincerely, 
THEODORE FRANCIS GREEN. 


STATEMENT OF SENATOR THEODORE FRANCIS GREEN IN SUPPORT OF INCREASED 
APPROPRIATIONS FOR THE UNITED STATES WEATHER BUREAU 


In the autumn of 1954 Hurricanes Carol, Edna, and Hazel crossed the eastern 
coasts of the United States with disastrous results. As we all know, hundreds of 
lives were lost and total property damage from high wind and water amounted 
to hundreds of millions of dollars, 

These staggering losses to our national life cannot be dismissed lightly, nor 
can they be forgotten by those in my home State of Rhode Island, as well as those 
elsewhere along the eastern coast. Many people lost their friends and neighbors, 
their homes and their savings, as these hurricanes suddenly swept in without 
sufficient warning. 

On August 31, 1954, Hurricane Carol roared across New England to become 
the most costly catastrophe in North American history, with property damages 
totalling nearly $500 million. I will not dwell on the individual human misery 
that brings meaning to such appalling figures. I will only say that each month 
since then I have received a flood of letters on the subject of hurricane warning 
systems from citizens along the eastern seaboard. They ask, over and over 
again, questions like the following: 

1. Why cannot more advance hurricane warnings be given? 

2. Why cannot more precise forecast information be given as to the future 
path, speed, and intensity of hurricanes? 

3. Was the Weather Bureau or others at fault in distributing warnings about 
Hurricane Carol? 

4. Does the Weather Bureau have sufficient trained staff and sufficient facilities 
to carry out their storm protection responsibilities? 

5. How much research and analysis work has been done on salt-water inunda- 
tions covered by hurricane-driven winds? 

6. Does the Weather Bureau have a research staff devoted exclusively to better 
hurricane forecasting? 

7. Should we be prepared to accept in the next 5 years only a slow improvement 
in the present quality of hurricane forecasts and in present warning distribution 
methods? 

In addition to the flood of questions such as these, I have received so much 
critical comment that I concluded last fall explanations were in order. Since 
then I have made a special study of hurricane warnings and have obtained reports 
from most of the Government agencies concerned. This study has convinced me 
that there are some improvements which can be undertaken by the Weather 
Bureau within their present resources of staff and facilities, and recently, I was 
told that the Weather Bureau is now proceeding to carry out some of them in 
preparation for the coming 1955 hurricane season. 
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But, I am convinced, yes, firmly convinced, that the Weather Bureau does yo; 
have sufficient funds to maintain hurricane-warning services of the type rightfu! 
expected by our citizens, and does not have sufficient funds to make any significa); 
improvements in its warning services for the 1955 and 1956 hurricane seasons 

Perhaps most shocking of all is the fact that the Weather Bureau does not ey 
have a half dozen meteorologists who spend full time on hurricane research ; 
develop better forecast techniques. 

After my personal investigations led me to conclude what is most needed 
improved warning services are to be forthcoming, I consulted again with t¢} 
meteorologists of the Weather Bureau and other Government agencies, and. 
with several meteorologists of the foremost universities and private industry 

From this background of study, I am convinced that the operation job actual 
needed cannot be done by half measures. 

I accordingly urge that an increase of $11 million be made in the Department 
Commerce Weather Bureau’s appropriation bill for fiscal vear 1956. I furth 
recommend that $5 million of this increased amount be used for the purpose oj 
immediately improving the storm-warning service for the 1955 and 1956 hurries) 
seasons. 

Another $5 million of this $11 million increase in Weather Bureau funds shoy 
be devoted to the establishment of meteorological facilities, which were denj 
by the Bureau of the Budget when it cut in half the $10 million sum requested | 
the Weather Bureau and the Department of Commerce and reduced it to 
million. Those who desire more detailed figures may be referred to the tah 
page 5868 of the Congressional Record of May 24, 1955, and to page 641 of th 
hearings before the subcommittee of the Committee on Appropriations of 
House of Representatives held on April 27, 1955. 

There is little doubt that much of the staggering losses of 1954 could have bee 
avoided if the Weather Bureau had been equipped with the proper radar equip- 
ment and other observation facilities installed along the coast. We may 
certain that similar occasions will arise here in the coming vears, and perhaps 
other coastal areas also. Accordingly, I strongly urge that funds be provided fi 
these modern meteorological facilities which may mean the difference between |it 
and death along our entire coastline. 

| have been advised that the Weather Bureau, if provided with a $10 millio 
fund for meteorological facilities to be expended over a period of 4 years, will bi 
able to carry out an orderly, efficient, and effective storm warning and protectiv: 
system. These facilities not only will be of tremendous aid in forecasting hurri- 
canes but also will be useful in predicting the onward march of tornadoes, ha 
storms, severe thunderstorms, blizzards, and other great meteorological hazards 

By this establishment of facilities all citizens in its expected path can be giv 
sufficient advance warning to save their lives and reduce the loss of their property 

I understand that the Weather Bureau has carefully worked out exactly what 
equipment is desired, where such equipment is to be located, and the time scheduli 
on which such equipment ean be installed. 

In any case, I hope we do not have to wait for more devastating hurricanes 
and more frightful tornadoes before we get the equipment which our experts tell 
us is such an important factor in improved warnings. wit] 

I recommend also an initial appropriation of $1 million for hurricane, tornadoes 195 
and severe storm research activity, because I feel that much greater emphasis nee 
should be given to an intensified search for full knowledge of the laws of storms of t 
and the physics of the atmosphere, Our future welfare may depend on a deeper may 
understanding of nature. It would be shortsighted indeed to ignore this larg ise 
gap in our true knowledge of the weather processes. Let us get on with the job 

Some scientists have even suggested that in the vears not very far ahead w 
may be able to modify, divert, and even destroy dangerous hurricanes befor 
they are full grown or before they reach our shores. 

The very minimum of such research activities will be repaid many times over 
in the greater knowledge and confidence that can be given our weather forecasters 
who now are often compelled to predict the precise future path of hurricanes 
from insufficient observational data. 

[ have consulted the leaders in the weather sciences both in and out of 
Weather Bureau, and | am convinced there is strong justification for the develop- 
ment of a large research program on hurricanes and that the Weather Bureau Is 
willing to give this problem a high priority in the coming years. 

Some of the more challenging problems on which more fundamental knowledg 
is needed include: 
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The physical reasons for the apparent shifting tracks of hurricanes, and 
rhe relationships of hurricane occurrences to the observed circulation patterns of 
the upper atmosphere. 
2) The airflow and moisture mechanisms which cause tropical disturbances 
vrow larger, to speed up, to change direction or to increase or decrease in 
ntensity. 
}) The means by which hurricane forecasts can be made more accurate in 
jirection and speed of movement, and for longer periods in advance. 
{) The integrated relationships between tidal action, sea surges, salt water 
evels, river stages, and coastal geography, with the varying speeds and tracks of 
rricanes., 
5) The possibilities of modifying, diverting, and even destroying hurricanes 
headed for nearby populated coastal areas. 
| am one of those in Congress who believes that the Weather Bureau is one of 
the Government agencies which does not waste any of the taxpayers’ money, and 
at its appropriations are used with discretion. The total funds to be allotted 
‘io the Weather Bureau are very small in comparison with the funds appropriated 
) some of the other agencies, and in comparison with the millions of dollars 
nich could easily be saved for our citizens in the coming years, 


AVIATION WAR RISK INSURANCE 


Senator HoLuanp. With reference to aviation war risk insurance, 
is there anybody here to discuss that? 

Mr. Roruscuitp. Mr. Hardeen testified on that yesterday, I 
believe, Sir. 

Senator HoLtutanp. Let me place this in the record, then. The 
Parliamentarian has advised the staff that the language for the Office 
of the Secretary of Commerce for aviation war risk insurance revolv- 
ing fund does involve legislation and that therefore legislative notice 
will be required and the legislation would be subject to a point of 
order because of the language which is shown in italics since the 
revolving fund is not covered by the provisions of 31 United States 
Code 849. 

REPORT OF PARLIAMENTARIAN 


| will place in the record the complete excerpt, showing just what 
the Parliamentarian meant by his suggestion. 
(The information referred to follows: ) 


“AVIATION WarR-RiskK INSURANCE REVOLVING FUND” 


‘The Secretary of Commerce is hereby authorized to make such expenditures, 
within the limit of funds available pursuant to section 1306 of the Act of June 14, 
1951 (49 U. S. C. 716), and in accord with law, and to make such contracts and 
ommitments without regard to fiscal year limitations as provided by section 104 
of the Government Corporation Control Act (31 U. 8S. C. 849), as amended, as 
may be necessary in carrying out the programs set forth in the budget for the 
— vear 1956 for aviation war-risk insurance activities under said Act (49 
_S. C, 711-722). 


OPINION OF GENERAL COUNSEL 


Mr. Nretson. Mr. Chairman, if we may, I would like to file for the 
record the General Counsel’s opinion of the Department with respect 
to this particular item. 

Senator Hotutanb. I asked that some such information be fur- 
nished, did I not? 

Mir. Nretson. Yes. 

Senator HoLLaAnp. You may supply it at this time. 

(The information referred to follows:) 


63332—55 17 
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OrricE MEMORANDUM, UNITED STaTES GOVERNMENT, JUNE 2, 1955 


To: Director, Office of Budget and Management. 
From: Deputy General Counsel. 
Subject: Aviation War Risk Insurance Legislation. 

Your memorandum of May 31, 1955, asks our comments on the opinion of t}y 
Senate Parliamentarian that the following language in connection with tl, 
aviation war risk insurance revolving fund would constitute legislation in g; 
appropriation act: 

“* * * and to make such contracts and commitments without regard to fisca! 
year limitations * * *” 

The above language was inserted at the suggestion of the Bureau of the Budget 
We are advised by the Bureau of the Budget that this language is standard lan- 
guage which has been enacted by Congress in the past in connection with revolving 
funds subject to the Government Corporation Control Act, and it is the same 
language that is found in 31 U. 8. C. 849. See for example 68 Stat. 294. 

In addition your attention is directed to the Civil Aeronautics Act of 1938, as 
amended, Title 13, War Risk Insurance, Section 1307, which reads as follows: 

“The Secretary, in the performance of, and with respect to, the functions 
powers, and duties vested in him by this title, shall prepare annually and submit a 
budget program as provided for wholly owned Government corporations by the 
Government Corporation Control Act as amended (59 Stat. 597; 31 U.S. C. S41 
The Secretary shall maintain an integral set of accounts which shall be audited 
annually by the General Accounting Office in accordance with principles and pro- 
cedures applicable to commercial transactions as provided by the said Govern- 
ment Corporation Control Act: Provided, That because of the business activities 
authorized by this title, the Secretary may exercise the powers conferred in said 
title, perform the duties and functions, and make expenditures required in ac- 
cordance with commercial practice in the aviation insurance business, and thi 
General Accounting Office shall allow credit for such expenditures when shown t 
be necessary because of the nature of such authorized activities.” 


Senator HoLtitanp. What is the next item? 
Mr. Nrevson. That, Mr. Chairman, completes our schedule for 


today. 
COMMUNICATION 


Senator HotLtanp. The clerk tells me that we have a communica- 
tion. 

Mr. O'Hara. On the billing differential item, a statement. has 
been provided from the Bureau of the Budget. 

(The statement referred to appears on p. 60.) 

Senator HoLLtanp. That relates to the item affecting the Bureau o! 
Standards. It was quite a sizable item on which we requested th 
attitude of the Bureau of the Budget. 

At the time it is received here, it will be available to you people if 
you wish to see it. 

Mr. Nretson. Thank you, Mr. Chairman. 

Senator HoLtanp. The committee will recess until 10 o’clock to- 
morrow. 

(Whereupon, at 4:40 p. m., Thursday, May 26, 1955, the hearing 
was recessed until 10 a. m., Friday, May 27, 1955.) 
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DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATIONS, 1956 


FRIDAY, MAY 27, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 
F-82, the Capitol, Hon. Spessard L. Holland (chairman of the sub- 
committee) presiding. 

Present: Senators Holland, Ellender, Thye, and Potter. 

Also present: Senator Young. 


DEPARTMENT OF COMMERCE 
Civit Arronavutics Boarp 


STATEMENTS OF ROSS RIZLEY, CHAIRMAN; RAYMOND SAWYER, 
EXECUTIVE DIRECTOR; M. C. MULLIGAN, SECRETARY; IRVING 
ROTH, CHIEF, RATES DIVISION; FRANKLIN M. STONE, GENERAL 
COUNSEL; WARNER H. HORD, CHIEF, OFFICE OF CARRIER 
ACCOUNTS AND STATISTICS; FRANCIS W. BROWN, CHIEF 
EXAMINER; AND JOHN H. WANNER, ASSOCIATE GENERAL 
COUNSEL 


OPENING STATEMENT OF CHAIRMAN 


Senator HoLLanb. The subcommittee will come to order. 

This morning we have before us the Civil Aeronautics Board, which 
seeks approval of estimates for two appropriations. The first to be 
considered is that for salaries and expenses of the Board. 

The House bill would provide $3,900,000, a reduction of $225,000 
from the 1956 budget estimate. The House allowance is an increase 
of $123,000 above the 1955 appropriation. 


AMENDMENT AND JUSTIFICATION 


I have a letter from the chairman of the board, Mr. Rizley, which 
appeals to the Senate to restore the full amount of the estimate for 
this appropriation, and for the appropriation, ‘““‘Payments to air 
carriers.”? We will place this letter, the requested amendment for 
salaries and expenses and the justification statement in the record 
at this point. 

(The documents referred to follow:) 
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Crvin ArRONAUTICS Boarp, 
Washington 25, May 26, 195 
Hon. Cart HayYpDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

DeaR SENATOR HaypDEN: Reference is made to H. R. 6367, the Department 
of Commerce and related agencies appropriation bill, fiscal year 1956, and Hous 
Report No. 603 which accompanied it. 

I transmit herewith in the format prescribed by the committee a request for 
amendment of the bill as passed by the House of Representatives in respect to thos 
portions which cover the appropriations to the Board for “Salaries and expenses 
and “Payments to air carriers’? for the fiscal vear 1956. The amendn 
requested are for restoration of the amounts by which the estimates were red 
under the House bill. 

I earnestly hope that this request will receive the committee’s favorab\ 
consideration, 

Sincerely yours, ° 
Ross Rizuey, Chairman. 


CIVIL AERONAUTICS BOARD 
SALARIES AND EXPENSES 
(House bill, pp. 6-7) 


(HOUSE HEARINGS, PP. 329-389) 


Original estimate whe Eola Since ‘ : $4, 125. 000 
1955 act ‘ 3, 777. 000 


House allowance (a reduction of $225,000 in the original estimate) 3, 900, 000 


AMENDMENTS REQUESTED 


The Board requests the following amendment: 
Page 7, line 5, strike out ‘‘$3,900,000” and insert ‘$4,125,000’ an increase 
of $225,000. 
EXTRACT FROM HOUSE REPORT 


“The committee recommends $3,900,000 for the coming year for this purpose 
a decrease in the budget estimate of $225,000. The increase of $123,000 over the 
appropriation for 1955 is recommended for the purpose of strengthening the field 
audit program of the Board. The committee believes that more careful verifica- 
tion of data supporting air carriers’ claims is essential. It hopes that such a 
practice will make it possible to reduce subsidy funds in the future.” 


JUSTIFICATION 


It is, the Board believes, self-evident that the thoroughness, efficiency, and 
dispatch with which the Board can perform its economic regulatory functions has 
a direct bearing not only on the development and economic strength of the air- 
transportation industry, but also on the Government’s financial liability wit! 
respect to amounts paid air carriers for transportation of mail and amounts paid 
them as subsidy. In the 1956 estimates, we have presented for the consideration 
of the Congress, three specific objectives in the economic regulatory field, with 
the increase sought relating entirely to the attainment of those objectives, as 
follows: 

(a) Mail rates.—To meet the increased workload resulting from Reorganization 
Plan No. 10, and the Supreme Court’s decision in the Chicago & Southern case; 
to dispose of, by the end of the fiscal year 1956, all cases pending as of July 1, 
1955; thereafter to dispose of all new cases developing within 1 year from date 
opened; and to review on a more frequent basis a!l mail rates and promptly reopen 
such rates as may appear excessive: Increase requested, $100,000. 

(b) Accelerated processing of route cases.—To permit, in addition to the expedi- 
tious processing of priority matters, the processing during 1956, of certificate and 
permit applications at a rate approximately 25 percent higher than in 1955 and 
thereby move toward the ultimate objective of processing certificate and permit 
applications at a rate which will enable commencement of formal action on all 
such applications within approximately 18 months from the date of filing: Increase 
requested, $98,000. 
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Field audit program.—Inaugurate a program, developed in collaboration 
| the General Accounting Office, for increasing the frequency and expanding 
scope and extent of the field audits of air carriers including verification of the 
nro of data supporting subsidy claims: Increase requested, $150,000. 

House bill provides an increase only for the field-audit program and in the 
am pael of $123,000 rather than the $150,000 requested, notwithstanding the fact 
t was pointed out that even the larger amount was not sufficient for complete 
overage of the total program as contemplated under a plan developed in collabor- 
tion with the General Accounting Office. 
At the beginning of this fiscal year, there were 71 mail-rate cases of various 
types on hand for action. During the year, we expect to dispose of 60 with 51 
w cases being opened. The goal for 1956 is an output of 72 which with an 
imate of 47 cases being opened, would leave 37 to carry forward at the beginning 
1957. 
\s of March 1, 1955, there were on the Board’s docket approximately §50 
‘ations involving route matters. Of this total, 195 were less than 18 months 
215 were more than 18 months but less than 3 years old; and 445 were over 3 
ears old. Failure to process an application in reasonably timely fashion can 
ave the same effect as denial of the statutory right to a hearing and it is hardly 
eivable that the Congress contemplated that any applicant would be required 
vait more than 3 years for action on his case. With the present staff, disposi- 
tion of dockets involving route cases has been averaging approximately 130 per 
rand at this rate it would require several vears to dispose of the dockets now 


hand. 
lt is the mail-rate case that determines the level of subsidy for a particular 
Furthermore, it is the route authorization that establishes, i he first 
1» O00 earrier’s entitlement to elaim subsidy. Thus it is obvious that con 
+ 000 » adjustments are a vital part of the program to reduce the u] 
, YOO el of subsidy, and to make such adjustments, route cases must be processed 


field audits factual data is developed to be presented as a part of the 
‘e comprising the recerd of a pro ceeding, whether it be a rate proceeding 
route proceeding. In view of the in ter-rel ationship of the three activities 

il-rate cases, route cases and field audits—it would be extremely difficult to 

termine, particularly rom the stand point of savings to the Government, which 
the three should be accorded the highest priority. 

Therefore, the Board strongly recommends an appropriation to cover ‘Salaries 

"in the full amount of the estimate. 


SUMMARY AND HIGHLIGHT STATEMENT 


The Civil Aeronautics Board is an independent regulatory commission, headed 

five members appointed by the President and confirmed by the Senate. The 

Board is responsible for regulation of the economic aspects of United States air 

urier Operations, both domestic and international, which includes granting and 

lenying certificates of public convenience and necessity, prescribing or approving 

and rates and rate practices of air carriers, fixing mail compensation, prevention of 


s has infair methods of competition or disapproval of business relationships between 
» air ir carriers; promulgation of safety rules and standards in the form of civil air 
with regulations; and investigation and analysis of accidents involving civil aircraft. 

id . . 
paid BE Payments to air carriers 
AtLON 


(Due to developments occurring since preparation of these estimates, the 
figures included in this statement have been revised. The revised amounts 
appear on p. 282.) 

Pursuant to the provisions of Reorganization Plan No. 10 of 1953, the Board is 
responsible for the payment to the subsidized carriers of all subsidy accruing on 


with 


S, as 


ation 


a and after October 1, 1953. The plan also necessitates the formal separation of 
date the compensatory and subsidy components for all of the certificated carriers, 
open resulting in the creation of a new class of formal proceedings which had not there- 
tofore been processed by the Board; that is, proceedings related to the division of 
pedi- total mail compensation into the two components. 
> and As a result of Reorganization Plan No. 10 of 1953, there was presented to Con- 
and gress for the first time, covering the fiscal year 1955, an appropriation estimate 
rmit oe ifically for subsidy payments to those air carriers whose need for such support 
al had been determined by the Board under authority of section 406 of the Civil 


rease Aeronauties Act of 1938, as amended. 
The estimate (on an expenditure basis) was in the amount of $73 million. 
However, the Congress determined to appropriate initially only $40 million of the 
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aforesaid amount. This action is understood to have been predicated primarily 
on the fact that the estimate of $73 million had been constructed prior to the js- 
suance, on February 1, 1954, of the Supreme Court decision in the Chicago & 
Southern case, wherein it was held that the “need” of a carrier operating m 10re 
than one devision should be determined from the standpoint of its system as 4 
whole. 

The following tabulation reflects a comparison between the estimates previously ua 
submitted to the Congress with respect to the total subsidy and service mail pav I! 
which would accrue to the carriers for operations in the fiscal years 1954 and 1955 hgure 
and the current estimates thereof. Also shown are the estimates for the fisca| 
year 1956: 


Previous Current ! DitTerer 
estimates estimates = 
Fiscal year 1954 
(a) Total sec, 406 compensation $136, 725,000 | $130, 030, 000} 
(b) Service mail pay 56. 070, 000 55, 864, 000 | 


} 


(c) Subsidy ((a) minus ( 80, 655, 000 , 166, 000 | 
Fiscal year 1955 

(a) Total sec. 406 compensation 138, 712, 000 27, 276, 000 

(b) Service mail pay j 58, 460, 000 58, 564, 000 

(c) Subsidy ((a) mir 80, 252, 000 , 712, 000 
Fiscal year 1956 

(a) Total sec. 406 compensation 130. 159. 000 


(b) Service mail pay 45, 816, 000 
(c) Subsidy ((a) minus (4))..-. ; }4, 343, 000 


The current estimate of appropriations required to enable the Board to make 
subsidy payments to the air carriers during the fiseal years 1955 and 1956 is 
shown in the following tabulation as well as the actual amount paid to the carriers 
during 1954: 


1954 1955 


1. Total estimated amount of subsidy payments to air carriers $48, 527, 544 $70, 463, 706 
2. Amount available 
(a) Appropriations provided to date 2 60, 491, 250 40, 000, 000 
(6) Unexpended balance of 1954 funds reappropriate 
for expenditure in 1955 11, 963, 706 | +11, 963, 706 


(c) Total available 48, 527, 544 51, 963, 706 
3. Additional appropriations required (1 minus 2 (¢ 18, 500, 000 | 


The amount shown for 1954 represents the actual amount of payments made covering the per 


the effective date of Reorganization Plan No. 10, Oct. 1, 1953, through June 30, 1954. 
The $60,491,250 for 1954 was provided by transfer from the Post Office Department pursuant to Pla 
No. 10. 


As shown above, additional appropriations are estimated to be required in 
amount of $18,500,000 for 1955, and the appropriation estimate for 1956 is 503 
million. 

From the foregoing tabulations it will be seen that the subsidy accruing for 
1955 is now estimated at $11,540,000 less than the previous estimate for that 
year and for 1956 subsidy is estimated at $15,909,000 less than the previous 
estimate for 1955. The current estimate of appropriation required for 1955 (11 
months) is $14,500,000 less than the previous estimate for that year and the 
estimate for 1956 (12 months) is $10 million less than the previous estimate for 
1955. 

To the extent that the Supreme Court decision (discussed at some length in the 
justification statement) would, on the basis of present information, affect the 
estimates for 1955 and 1956, they have been adjusted accordingly. The estimates 
presented herewith also reflect an evaluation of the result of the following major 
developments, each of which is discussed at some length in the justification 
statement: 

(a) The shift of approximately 30 million ton-miles of so-called military mail 
across the Atlantic and Pacific to commercial carriers; 
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()) Reduced service rates applicable to all mail transported by the transatlantic 
and transpacific carriers: 

(c) The Board’s decision in the transatlantic mail rate case, very substantially 
reducing the subsidy to Pan American and which is estimated to remove Trans 
World from subsidy entirely; and 

d) Reduction in service rates for the domestic trunkline carriers proposed 
under the Board’s show cause order of September 1954. 

The combined effect of these and other events is reflected in the following 


figures: 


Arily 
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usly 
pay 
1955 
iseal l 
| Average ton- 
Subsidy as | mile yield for 
percent of service pay 

| total revenue | and subsidy 

(all carriers) combined 

(all carriers) 


$1. 55 
1. 20 
. 90 


The significance of the foregoing appears from an analysis, not just of the 
leclining subsidy totals, but of the increase in mail volume and of service pay 
and subsidy combined since it is this combined amount, of course, which repre- 
sents the total bill—Post Office Department and Civil Aeronautics Board—for 
payments to the air carriers. 
' The current estimate of mail ton-miles (by which volume is customarily meas- 
ired) for 1956 is 144,385,000 which compares with the estimate for 1954 of 107,- 
496,000 mail ton-miles. The current estimate of total service pay and subsidy 
ombined for 1954 is $130,030,000, and the estimate for 1956 is $130,159,000. 
Accordingly, although the increase in mail ton-miles is 36,389,000 (1956 com- 
pared with 1954) an increase in total revenue to the carriers of only $129,000 is 
forecast. The significance of this is even more strikingly illustrated when the 
same comparison is made between 1956 and 1951 which shows that while mail 
volume is estimated to increase by 8614 percent, total mail pay (including subsidy) 
io all carriers is estimated to increase by only 8% percent. 

Previous estimates had forecast that subsidy for 1954 would be considerably 
igher than in 1953, with only a small reduction in 1955 and a further small 
eduction in 1956. Such no longer is indicated to be the case. Instead, it 

My ippears that 1953 will be the peak year at $74,776,000 with subsidy for 1954 
stimated at $74,166,000 and for 1956 at $64,343,000. 

The time factor required that the estimates presented herewith be developed 
prior to the issuance on December 20, 1954, of the Board’s order in the trans- 
tlantic mail rate case and on December 28, 1954, of its order fixing new tempo- 

100), 00 rary service rates for transatlantic and transpacifie operations. Therefore, 
though these estimates reflect in major part the result of such orders, they are 
subject to some revision (relatively minor as to 1956) in light thereof. This will 
be accomplished in connection with the request for supplemental appropriation 
for 1955 to be presented very shortly. 
Salaries and expenses 

The Board’s 1956 estimate for ‘‘Salaries and expenses”? for which an increase 
f $348,000 is requested, is predicated on two basie assumptions: First, that the 
resources available to the Board under its current appropriation are sufficient 
uly to enable the Board to maintain the existing relationship between workload 
and output in the areas of its economic regulatory activities; second, that improve- 

ent in that relationship can be expected to result in further overall savings. 
While such savings are not susceptible of advance estimate in specific detail, the 

thoroughness, efficiency, and dispateh with which the Board can perform its 


e for netions has a direct bearing not only on the development and economic strength 
he air transportation industry, but also, of course, on the Government’s total 

n the liability for mail pay. 

i the The Board believes it can contribute most effectively to the goal of reducing 

nates the total rate of Federal expenditures if provided with resources which will permit 

najor it to more adequately discharge its economic regulatory functions. The inereases 

ation sought are presented in terms of specific objectives, as set forth below: 


1. Mail rates.—To meet the increased workload resulting from Reorganization 
mail Plan No. 10, the establishment of rates for the carriage of first class by airmail, 
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and the Supreme Court’s decision in the Chicago & Southern case; to dispos: 
by the end of the fiscal vear 1956, all cases pending as of July 1, 1955; ther: 
to dispose of all new cases developing within 1 year from date opened; to r 
on a current and continuing basis all mail rates, particularly subsidy, in ord 
reduce such rates as may become excessive; and to reopen and adjust the 
rates of those carriers Whose routes may be modified through revisions, susp¢ 

or mergers: 
Positions__- 
Amount. 


2. Accelerated processing of route cases.—To permit, in addition to the « 
tious processing of priority matters such as mergers, arrangements for inte 
of equipment, certificate renewals and investigations instituted by the 
the processing, during 1956, of certificate and permit applications at a 
approximately 25 percent higher than in 1955 and thereby move toward tl 
mate objective of processing certificate and permit applications at a rate 
will enable commencement of formal action on all such applications within a 
imately 18 months from the date of filing: 


Positions_ —_ - Le 
Amount 


SUS tN) 


3. Field audit program.—To permit increasing the frequency and expar 
the scope and extent of the field audit of air carriers incliding the verificati 
the accuracy of data supporting subsidy claims and in order to meet the mini 
essential needs of the Board for accumulating reliable financial and operat 
statistical data. Although the increase sought in the budget estimates is 
believed sufficient to attain the ultimate level of audit activity the pro 
program for which is outlined in the detailed justification, it would nevert 
enable the Board to make substantial progress in that direction: 


Positions 
Amount 


fiscal year 1956 


ates, 


& 
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Summary of requirements 


ppropriation, 1955 $3, 777, 000 
jae oe ee" . a 
t difference, 1956 over 1955: 


te re ‘nts . 
Requirements Difference, 


increase (-+-) 
or de- 
crease (—) 


By activity 
1955 1956 

estimate estimate 

| = meee 

Economie regulation | $1, 923, 500 | $2, 249, 300 +$325, 800 
Safety regulation 327, 500 329, 600 +2, 100 
Accident investigation and analysis 658, 500 627, 000 —31, 500 
Legal staff activities : 232, 500 263, 700 +31, 200 
Executive direction 251, 000 254, 700 +-3. 700 
Administration and service activities 384, 000 400, 700 +-16, 700 


Gross requirements 3, 777, 000 4,125, 000 +-348,000 +348, 000 


Total estimate of appropriation, 1956 a peosststtla Dea : . 4,125, 000 


Summary of estimated obligations 


Actual, 1954 (adjusted) Estimate, 1955 Estimate, 1956 


Aver- Aver- A ver- 
*osi- age . Osi- age . *osi- age 
Posi igi Cost Po i-| age Cost Posi uge 
tions |num- tions |num- tions |num- 
| | ber ber | ber 


Cost 


Personal services: 
Permanent... 55! 529 $3, 243, 458 555 550 $3, 315, 000 624! 595 $3, 594, 77 
Other- : 9 47, 242 ] 


Total 538, 3, 290, 700 555 550) 3, 315, 000 624) 595| 3,594 
Other objects | 52, 205 | 462, 000 530, 


Total obligations 571) 538 905 555 3, 777, 000 624 595 , 125, 


Senator HoLtuanp. Mr. Rizley, I believe this is your first appearance 
before this committee as Chairman of the Civil Aeronautics Board, 
We are glad to have you. 

Do you have a statement which could be placed in the record at 
this point, and could you then proceed to tell us about your request 
for salaries and expenses? 

Mr. Rizuny. Yes, Mr. Chairman, we would be glad to do that. 

We do have a statement, and it is rather brief. I think by referring 
to the statement I can perhaps save some time. 

Senator HotLanp. All right, sir. Proceed as you prefer. 


NATURE OF ACTIVITIES COVERED 


Mr. Riztey. Mr. Chairman, the 1956 estimate for “Salaries and 
expenses” is $4,125,000, an increase of $348,000 over the current 
year’s appropriation of $3,777,000. This increase was to provide 
only for strengthening those activities considered to be of the highest 
priority and where the opportunity for potential savings appeared 
to be the greatest, as follows: 

(a) Processing mail rate cases: Increase requested, $100,000; 

(6) Processing route cases: Increase requested, $98,000; 

(c) Field audit program: Increase requested, $150,000. 

As you mentioned, the House gave us $123,000 for the audit 
program but did not give us anything for the other two categories. 
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The House bill provides an increase only for the field audit program 
and in the amount of $123,000 rather than $150,000, notw ithstanding 
the fact it was pointed out that even the larger amount was not suffi. 
cient for complete coverage of the total program as contemplated 
under a plan developed in collaboration with the General Acc ounting 
Office. Whatever the amount of the final appropriation, we will, of 
course, do as much as humanly possible to increase the effectiveness 
of the field-audit program. 


NEED FOR RATE AND ROUTE CASES 


However, my main purpose today is to review the urgency of our 
need for additional resources in connection with handling mail rate 
cases and route cases. 

At the beginning of this fiscal year there were 71 mail rate cases of 
various types on hand for action. During the year we expect to 
dispose of 60, with 51 new cases being opened. The goal for 1956 is 
an output of 72 which, with an estimate of 47 cases being opened, 
would leave 37 to carry forward at the beginning of 1957. 


BASIS FOR SUBSIDIES 


At this juncture, [I want to make an extremely important and 
fundamental point clear. It is the mail rate case that determines 
the level of a particular carrier’s subsidy—not its so-called monthly 
claim. A mail-rate case involves notice and hearing; in short, a 
formal proceeding. It is the Board’s order issued in the proceeding 
which fixes the carrier’s subsidy as part of its total — — pur- 
suant to section 406 of the act for a service rendered, i. e., carrying 
mail. The order constitutes, in effect, a contract be sania the carrier 
and the Government. It will provide for the carrier to be paid a 
unit price, in some cases according to the number of scheduled miles 
flown during each month; or according to the available seat-miles 
flown; or, as is typically the case of the local-service carriers, it may 
prov idle a ' sliding scale formula involving a unit price for the scheduled 
miles flown adjust ted by the passenger-load factor each month. 

Now, under the Board’s order—or contract with the carrier if we 
may call it that—the carrier submits each month what would more 
properly be called a voucher than a claim. It reports the available 

‘at-miles flown, or the scheduled miles flown, and the passenger load 
hector (if involved) as the case may be, with a computation of the 
resultant amount which is due for the month’s operations pursuant 
to the unit price derived from the Board’s order. In accordance 
with standard, long-established, disbursing office practice, these 
monthly vouchers are preaudited. The fact that the service which 
the voucher purports to cover has actually been performed is verified; 
the mathematical accuracy of the computations as well as the fact 
that such computations are made in accordance with the rate order 
are likewise verified. All this is done before settlement of the voucher. 


POINT OF CLAIMED NEED 


But I cannot emphasize too strongly that it is in the formal rate 
proceeding where the carrier makes its claim of need for subsidy and 
it is the order issued in that proceeding which determines the amount 
of the subsidy, if any. 
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Accordingly, it must follow that the thoroughness and dispatch 
with which the Board can process mail-rate cases will have more to do 
with the amount of subsidy provided those air carriers which receive 
it than any other single thing. That is why we are asking for an 
additional $100,000 to handle mail-rate cases. 

With respect to route cases, our inability to become more current 
isa matter of grave concern to the Board as I feel sure it must be to 
the Congress. Here, again, it is well to remember that it is the route 
authorization that establishes, in the first instance, a carrier’s entitle- 
ment to claim subsidy. If there were no route case there would be 
no rate case, and the Board is constantly striving to strengthen the 
routes of carriers Which need subsidy support. 


TIMING OF ROUTE CASES 


The Board is required to dispose of route applications, to quote the 
act: “as speedily as possible.”’ This, of course, is exactly what the 
Board has attempted to do. However, as of March 1, 1955, which 
was the date that I became a member of the Board, there were on 
the Board’s docket approximately 850 applications involving route 
matters. Of this total, 195 were less than 18 months old; 215 were 
more than 18 months but less than 3 years old; and 445 were over 3 
years old. Failure to process an application in reasonably timely 
fashion can have the same effect as denial of the statutory right to a 
hearing and it is hardly conceivable that the Congress contemplated 
that any applicant would be required to wait more than 3 years for 
action on his case. With the present staff, disposition of dockets 
involving route cases has been averaging approximately 130 per year 
and at this rate it would require several years to dispose of just the 
dockets now on hand. 

That is why we are asking for an additional $98,000 to handle route 
cases. Surely, to reach a point where the Board will be able to com- 
mence—not finish, commence—action on all applications within 18 
months from the date of filing is a very conservative objective, but it 
is one we cannot attain without additional staff. 


OTHER WORK OF BOARD 


As a reminder that we have more to do than process route cases, 
process mail rate cases and conduct audits, let me give you a very 
brief cross section of some of the other work done during the first 
6 months of the current fiscal year: 


Board orders issued / : ge Apes 414 
lariff filings processed . sun yp ee 
Carrier service and agreement matters processed ; .. 
Economie enforcement actions taken 3.6 318 
Safety enforcement proceedings disposed of - 266 
Accidents investigated _ _ - 5 : ; see 91 
New, or amendments to, civil air regulations 4 Se , 31 
Cases in litigation. ——__- ; il 

It would take more time than I am sure you conte cenanlated for this 
hearing to review in any great detail the magnitude of the Board’s 
overall task. With our present resources, we are simply not equipped 


to adequately handle that task. In a sincere desire to present the 
most conservative estimates possible, we have limited our request 
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for increases to those activities where, as I mentioned at the outset, 
the opportunity for potential savings appear to be the greatest, 
While the field-audit program is one, it is only one. Indeed, if potenti] 
savings were the sole criterion, it would be extremely difficult to 
determine which of the three activities—mail rate cases, route cases 
field audits—should be accorded the highest priority. | 

Therefore | urgently bespeak your most serious consideration of the 
Board’s critical need for an appropriation to cover “Salaries and 
expenses” in the full amount of the estimate. 

Kither myself, or the staff here—and more so the staff, due to my 
newness down there—-will be glad to try to answer any questions 
Senator, that you may have. 


AVAILABILITY OF TRAINED PERSONNEL 


Senator HoLianp. The first question I want to ask is: Is there any 
question about the availability of trained personnel to fill out your 
requirements for increased staff in the event the Congress appropriated 
the money? 

Mr. Riztey. Well, I do not think I could answer that “Yes” or 
“No,” of course. As you know, it takes some time to assemble and 
train additional people, but we think that we can do a good job along 
that line if we are given the funds and permitted to hire some additional 
staff, 

Senator HoLLaNnb. You are asking for restoration of $225,000 in the 
appropriation for salaries and expenses for your Board which amount 
was cut out of the budget estimate by the House of Representatives 

Mr. Rizuey. That is right. 


REPORTED MAIL PAYMENTS 


Senator HoLtianp. I have a letter sent to me by Senator oon 
Kilgore of West Virginia. It raises certain questions as to differences 
between the amount of service mail rate pay reported to the Hous 
— tions Subcommittee by the Post Office Department and by 


the Civil Aeronauties Board. 


LETTER FROM SENATOR KILGORE 


[ will place it in the record and ask you to read it and provide a reply 
which explains the reason for those differences 1f there is a reason 
(The letter referred to follows: ) 


May 17, 1955. 
Hon. Row.Lanp R. HuGHEs, 
Director of the Budget, 
Executive Office Building, Washington, D. C. 

Dear Mr. HuGcues: On May 26 our Appropriations Committee is scheduled 
to hear the Civil Aeronautics Board. 

Before that date I would appreciate it if you could explain to me the appare! 
differences in the figures on service airmail payments for the fiscal vears 1954, 1955, 
and 1956 that were presented to the House Appropriations Committee by th 
Post Office Department and the Civil Aeronautics Board. 

Since the fiscal year 1954 ended some 10 months ago, figures for expendit 
during fiseal 1954 should by this time certainly be a matter of fact and nek ( 
opinion. Yet I find that there is a difference of some $4 million between th 
figures submitted by the Post Office Department and the figures submitted by th 
Civil Aeronautics Board. 
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Regarding the estimates for 1956, the Post Office Department estimates that 
the service airmail payments will be $16 miilion higher than the estimate sub- 
est. mitted by the Civil Aeronautics Board. 
tial If the airmail contractors have, or will, receive the considerably larger amounts 

to of service mail pay noted in the Post Office figures, does that not mean that the 
Civil Aeronautics Board has, necessarily, overstated the case for subsidies? 

Is there any reason why two different agencies of the Government should be 
presenting conflicting figures on the same thing to the Appropriations Committee? 
the : Sincerely yours, 
and H. M. Kiicore, 
United States Senator. 


set, 


Ses 


APPARENT DIFFERENCES IN Frcures ON Service Ark Mart PAYMENTS FOR 
FiscaLn YEARS 1954, 1955, AND 1956 


1. Post Office figures.—As presented to House Appropriation Subcommittee 
hearings on Post Office Department Appropriation for fiscal 1956, 84th Congress, 
ist session, February 22, 1955, page 155: 


1954 actual | 1955 estimate | 1956 estimate 


Air transportation $53, 844, 449 $53, 343, 000 $54, 410, 000 
Obligations payable out of reimbursements from other ac- 
ounts, air transportation 6, 000, 000 15, 000, 000 23, 000, 000 


Total 5 . 59, 844, 449 68, 343, 000 77, 410, 000 


2. Civil Aeronautics Board.—CAB presented to the House Appropriations Com- 
ree Subcommittee on April 25, 1955, at the hearings on the CAB airline subsidy 
request for fiscal 1956, two conflicting sets of figures on service mail pay, on 
es 334 and 3860. At the hearings on the second supplemental for fiscal 1955, 
February 21, 1955, CAB presented to the Commerce: Subcommittee of the House 
Appropriations Committee (hearings p. 195) still different figures on service mail 
for fiscal 1954 and fiseal 1955. Since these figures for 1954 and 1955 seem to 
ne from the Civil Acronauties Board’s publication of February 1955, entitled 
‘Service Mail Pay and Subsidy for United States Certificated Air Carriers,” 
table No. 2, the 1956 figure contained in this report is also added below to the other 
gures presented at the hearings on the se ond supplemental, page 195, in order 
vet a complete CompxArison, 


1956 (esti- 


mate 


earings p. 360 $55, 646, 000 57, 846. 000 $60, 951, 000 
earings p. 334 55, 864, 000 58, 564, 000 65, 816, 000 
2d supplemental) p. 195 56, 125, OOO 58, 957, 000 66, 193, 000 


summary of apparent discrepancies (excess of Post Offiee figures, Post Office 
earings p. 155 over the most recent of the 3 sets of CAB figures, House Commerce 
ibecommittee hearings p. 560): 


scal 1954 E $4, 198, 449 
iscal 1955-_. - 10, 497, 000 
‘jseal 1956 16, 459, GOO 


Maximum difference for the 3 fiscal years 31, 154, 449 


Mr. Riztey. I would like to have Mr. Mulligan, secretary of the 
Board, and Mr. Roth, chief, Rates Division, discuss this. 
Senator HoLtLtanp. Has he read this letter of Senator Kilgore? 
Mr. Mubuican. Yes, sir; I have. 
itures Senator HOLLAND. Suppose we let him discuss it at this time if he 


Ol of 
n the 
yy the 


is prepared to do so. 
Your name, sir? 
Mr. Muuiicgan. M. C. Mulligan. I am secretary of the Board. 
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Senator Hotuanp. All right, Mr. Mulligan. 

Mr. Mutuican. The letter was directed to the Director of thp 
Bureau of the Budget and the Bureau called a meeting this week of 
representatives of the Post Office Department and the Board, Wy 
have gone into the matter quite exhaustively. The difference, M; 
Chairman, in the figures arises in this manner: . 


DIFFERENT TIMING OF ESTIMATES 


At the time the Post Office submitted its estimates on total service 
pay, it priced out the mail ton-miles, which it had also furnished to 
the Board, in terms of service rates that were then in effect. Those 
service rates have changed. They have been reduced. 

The Board’s figures to which Senator Kilgore refers reflect the 
reduced service rates. 

Senator HoLtianp. Were those rates retroactive just from the date 
of the ordered reduction? 

Mr. MuutuirGan. In some part they were retroactive, Mr. Chairman 
The biggest change arose in connection with the service rates for the 
domestic trunk-line carriers. 

The Board has recently issued a show cause order providing for new 
rates which will be retroactive to April 1, 1954. The result of thos 
rates will be to reduce by more than $5 million annually the revenue to 
the carriers from service pay. 

As near as we can determine, the estimates furnished by Post 
Office were based on the old rates. 


AGREEMENT WITH POST OFFICE 


I talked only this morning with Mr. Siedle, Assistant Postmaster 
General. He indicated to me that Post Office, having checked, is nov 
in agreement with CAB figures. 

Senator Hotianp. Mr. Clerk, will you request the Post Office 
Department to give us a statement on this? 

(The statement referred to follows:) 


STATEMENT OF THE Post OFFIcE DEPARTMENT 


Estimates of the Civil Aeronautics Board were revised after the time for sub- 
mission of the estimates of the Post Office Department. The CAB estimates 


were therefore more current, both as to tonnage of mail carried and as to servic 
mail pay, since rates were promulgated after Post Office estimates had been closed 
but were used in the revised CAB figures. 

Post Office Department estimates also included in its air transportation of 


estimates payments to nonsubsidized carriers, especially including those to for- 


eign-flag international air carriers at the Universal Postal Union rates. 


The Post Office Department fully agrees with the statement of CAB on the 
question raised by Senator Kilgore’s letter, and concurs in the reply made b) 


the Bureau of the Budget, attached. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 27, 1959. 
Hon. Hartry M. KiLcore, 
United States Senate, Washington 25, D. C. 


My Dear Senator Kitcore: This is in reply to your letter of May 17, 1955 
concerning the differences in service airmail payments data presented by the 
Civil Aeronautics Board and the Post Office Department to the House Appro- 


priations Committee. 
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The estimates to which you have referred differ principally because they were 
prepared at different points in time. In addition, it should be noted that Post 
Oftice budget estimates of airmail pay include payments to foreign-flag air carriers, 
and would not, therefore, be identical with the data furnished by the Civil 
Aeronautics Board in connection with hearings on its subsidy budget. 

Amounts for ‘“‘Air transportation” shown on page 155 of the Post Office hearings 
are those which appear in the printed budget on page 885 as part of the Post 
Office budget account, ‘‘Transportation,’’ covering payments to rail, water, and 
motor carriers, as well as air carriers. These estimates for transportation pay- 
ments were finalized in November and were generally based on rates actually 
in existence at that time. 

Factors affecting the estimates of airmail pay have changed markedly in recent 
months. First, the volume of military mail carried by commercial carriers has 
proven to be lower than previously anticipated. Second, the Board has taken a 
number of actions, such as reduced rates and equalization of Pacific route mileage, 
which have substantially reduced the cost to the Post Office for air transportation. 
The Civil Aeronautics Board reflected these changes in its successive appearances 
before the House Appropriations Committee, the latest revision being in April. 
In addition, the revised Civil Aeronautics Board estimates in certain instances 
incorporated rates which anticipated future Board action. 

The April revision furnished by the Board to the House and Senate Appro- 
priations Comrmittees provides the best available estimates of service airmail pay 
and subsidy. Under the circumstances, the differences in the estimates which 
you cite do not warrant a conclusion that the case for subsidies is overstated. 

’ In your letter you state that ‘figures for expenditures during fiscal 1954 should 
by this time certainly be a matter of fact and not of opinion.”’ This is certainly 
true with respect to expenditures, that is, actual payments by the Post Office. 
However, the estimates furnished by the Post Office and Civil Aeronautics Board 
which you cite in your letter are estimates of the Government’s liability for opera- 
tions performed during fiscal year 1954. This liability is subject to change on 
the basis of retroactive rate orders issued from time to time by the Board. For 
example, the Board’s proposed multielement domestic rate would be made 
retroactive to April 1, 1954. 

I trust that you will find this information helpful. 
Sincerely yours, 
Donaup R. BELCHER, 
Assistant Director. 


RETROACTIVE RATES 


Senator HoLiaNp. Is there any question of the authority of the 
Board so to reduce rates as to make them effective at some date in 
the past? 

Mr. Roru. Sir, I am Irving Roth, Chief of the Rates Division of 
the Board. 

There is a Supreme Court decision in the so-called TWA case 
indicating that the Board has no legal power to change a final mail 
rate, either a so-called service rate or a subsidy rate, prior to the date 
that a rate proceeding is opened by a proper party to the proceeding 
or the Board itself. 

The cases to which Mr. Mulligan is referring are recent cases. 
Particularly, the domestic trunkline service rate proceeding was 
opened by the Board as of April 1, 1954, and the Board stated that 
the purpose of the reopening was to establish, after proper procedural 
steps, a final fair and reasonable mail rate from and after April 1, 1954. 


SUPREME COURT RULING 


Senator HoLLaAnp. Under the TWA case, which you mentioned, 
did the Supreme Court rule affirmatively that the order of the Board 
was to go back in effectiveness to the date of opening of the particular 
case in which the order was entered? 


633382 
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Mr. Roru. Yes, sir, that was the ruling of the Court. Actually, 
what-was in issue in that proceeding was a petition by TWA for a ney 
mail rate starting at a date approximately 14 months prior to the date 
of the petition. 

The Board issued an order, after hearing oral argument on the lega| 
issues, dismissing that part of the petition that requested a New rate 
retroactive behind the date of petition, and the Supreme Court upheld 
the legality of the Board order dismissing the retroactive aspect of 
the petition. 

Subsequently, after proper procedural steps, the Board established 
a new rate from and after the date of petition. 


ACCEPTANCE UNDER LITIGATION 


Senator HoLtanp. Your understanding is, then, that under the 
TWA decision, the law is now established that, at least within the scope 
of the hearing that is being conducted, the Board’s order dates back 
to the date of the opening of the case by the CAB? 

Mr. Rorn. Yes, sir; that is an established Board practice, and | 
believe is accepted by the industry and the Post Office Departmen: 
without contest at this point. 

Senator Hotianp. Is there any further litigable question in con- 
nection with this point insofar as your General Counsel has advise 
you? 

Mr. Wanner. There may be questions that come up on that, sir 
At the moment, I do not know of any point that has been raised i 
litigation to date with respect to that point. 

Senator HoLLaNnp. Are these several orders or one order? 

Mr. Wanner. The chief order is the one related to the domesti 
carriers. That has not been appealed at this point. 

Senator Ho tianp. Has the appeal time lapsed? 

Mr. Wanner. No; tt has not actually become final. 

Senator HoLLanpb. Is it your opinion that the point is sufficie 
well settled at law that it permits the reduced rate can be relied upor 
at this time in deciding appropriations to be made to cover the matter 

Mr. Wanner. Yes, sir 

Mr. Ror. Sir, may IT volunteer a statement? 

Senator HoLLANnpb. I do not believe the Chief Counsel’s name wa 
in the record. 

Mr. Wanner. John H. Wanner; I am the Associate Gener 
Counsel. 

Mr. Roru. Tam sorry for the interruption, sir. 

We have an agreement with the Post Office Department and 
carriers involved in that proceeding in which all parties have agreed 
that the new reduced rates should be made retroactive to April 1, 1954 

Senator Ho_ttanp. That agreement, you mean, operates as 2 
stipulation in the matter between the Board and the carriers? 

Mr. Rornu. In effect; ves, sir. 


NO RECAPTURE PROVISION 


Senator HoLLanp. This question has been asked among the com- 
mittee: “Do you have any recapture clause similar to that in the 


subsidies paid under the Merchant Marine Act?” 
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Mr. Wanner. We have no recapture clause. 

Senator HontLanp. If a rate appears to be too high as disclosed by 
, complete audit, what is your recourse for making an adjustment so 
that the Government’s payments for the transportation of mail 
and for the subsidy to cover the added cost of making more frequent 
stops and for the prescribed number of flights considered necessary 
to serve public convenience——are not producing excess profits for the 
air carrier? 

‘Mer. Wanner. That simply appears to raise the question decided 

vy the TWA rate case. 

‘Senator Hottanp. As I understand your statement concerning 
the TWA rate case, that case simply holds the rate open from the 
late that new pe tition i been filed for opening a rate—during the 
time of the hearing on the new petition after the case has been opened 
ip by the CAB; ‘but. this question goes a good deal farther. This 
te raises the point that in the event payments have been too 
high and the carriers have been making excess profits as a result of 
them, prior to the date of the opening up of a rate—is there then any 
provision under existing law by which recapture can be effected? 


NEW RATE ONLY FROM DATE OF PROCEEDING 


Mir. Wannuer. In that situation, the Board would institute a new 
ate proceeding, which would then set a new rate from the date that 
that order of investigation or reopening was entered. 

Senator HoLLanpb. I think that has been made clear. But in that 
proceeding, the Board would have no right to recapture excess profits 
that it felt had existed, or were proven to have existed, prior to the 


date of the undertaking of that new proceeding, would it? 

Mr. Wanner. No, not if it is on a final rate, sir. 

Senator Hottanp. I think that while this involves a matter of 
legislation rather than appropriation, I think that the committee 
would be very much interested, Chairman Rizley, in having the 
recommendations of your Board on that point. The matter of re- 
apture has proven a matter of great importance in connection with 
the operation of the Merchant Marine Act, and while the committee 
has no information as to whether or not that is the fact here, it might 
easily become the fact even if it has not been so in the past. 


RECOMMENDATIONS ON RECAPTURE 


Mr. Riztey. That is right, Mr. Chairman, and we have had that 
matter under consideration and have had considerable discussion 
ibout it quite recently; and do you want to speak to that, Mr. Roth? 

Mr. Roru. It is my understanding, sir, that in a matter of the next 
few days, if the Board has not already officially transmitted to the 
Interstate and Foreign Committee of the Senate its recommendations 
with respect to that point, the Board is about to submit such a docu- 
ment. 

Mr. Riztey. We have agreed, I think, among ourselves on the 
recommendations, and come up with them, and I think that is the 
case as of now. 

Senator HoLLanpb. I do suggest that if there is a blind spot in your 
law on this point, that it certainly ought to be called to the attention 
of the legislative committees that handle it. 
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Mr. Rizitry. We are prepared to state it, if you would like to hea; 
it, Mr. Chairman. I think Mr. Roth is prepared to tell you what oy 
proposal will be. 

Senator Hotuanp. I do not believe that is necessary at this time 
because this committee is trying to determine what the amount oj 
appropriations shall be for the coming fiscal year. In doing so, how. 
ever, it intends to call attention to shortcomings in the law whic) 
would simply be passed on to the legislative committees. 

Mr. Rizuey. | understand that. We think we have reached , 
proper conclusion on that. 

Senator HoLuanp. As a former Member of the House of Repre. 
sentatives, you understand that the legislative committees handle 
that. 

Mr. Rizuey. Yes, and very jealous of their right. 

Senator HoLLanp. Let us say that the Appropriations Committees 
are jealous of their time. 

One aspect of your administrative-expense increase relates to th 
expediting and handling of route-certification applications which you 
have mentioned here, Mr. Chairman. 

Mr. Riztey. That is right. 


ROUTE APPLICATIONS 


Senator HoLLAnp. What is the present time requirement for con- 
pleting the action on a route application from the time of submission 
of the application to its disposal? 

Mr. Rizuey. | think we had better let the staff talk about that 
I have only been there a short time. 


Senator HoLuanp. I judge from your prior statements that you 
have many cases that date back several years. 

Mr. Rizuey. That is right. Some date back a long time. 

Senator HoLuanp. I believe you stated that 445 of the pending 85) 
were over 3 years old. 

Mr. Rizuey. That is right. 

Senator Hottanp. Of course, that is no sound way to dispose of any 
public business, as I am sure you realize. 

Mr. Rizuey. I certainly do. 

Senator Hotianp. Your feeling is that by the granting of this 
additional appropriation to increase your personnel in that section 
of the work, you can begin to bring that up to date; is that right? 


TARGETS TO REDUCE BACKLOG 


Mr. Riztey. That is what we firmly believe and that is one o! 
the goals I have been striving for during the brief period I have beet 
down there. I have been very much disturbed, and without being 
critical of anyone, as to the backlog, so-called, of the docket, and w 
have some—I believe the Army uses the word “targets’”—set up for 
this year which we think will materially assist in this thing, and that 
will be especially true if we get a little help from the Appropriations 
Committee. 

Senator HoLianp. Of course, we understand that on the question 
of applications for route certifications that those applications are filed 
by the air line that wants the route. Who files the applications in the 
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other matters which we were just discussing a while ago; that is, for 
the reduction of subsidies either to become then effective or to become 
ofective from the date of the filing? 

Mr. Rizuey. Of course, the Board can initiate proceedings on its 
own in connection with that. 

Senator HoLianp. Is that the course that is always followed? 

Mr. Rizutry. As far as I know. 

Mr. Mutuiicgan. Or the Post Office Department. 

Senator HoLLtanp. The Board itself or the Post Office Department? 

\ir. MunuiGan. That is right. 

Mr. Rorn. There is one occasion which I can recall in which an air 
carrier, Southwest Airways Co., a local service carrier, filed a petition 
vith the Board several years ago requesting a reduction in subsidy 
rate. 

Senator HoLLaANp. For its own subsidy? 

Mr. Rorn. Yes, sir. That is an exception. 

Senator HoLianp. I should think there would be no difficulty in 
ranting that. 

Mr. Rorn. No, sir, no difficulty whatever. 

Mr. Riztey. We have no trouble with those cases, Senator. I 
believe you did not get the answer you wanted to your question. 

Did you want someone to expound on the different processes that 
vere followed when a route case is filed? 


FILING OF APPLICATIONS 


Senator HoLttanp. I do not want that in the record. I want to 
know who would file the applications in the other kinds of cases. I 
ean see that the backlog of pending cases for new routes is so great as 
to indicate that something is wrong, and that the process has to be 
speeded up. 

Now, the Chairman tells us that in his judgment that will be 
acomplished by allowing him increased personnel. 

\ir. Rizney. We think that is one of the primary things, of course. 

[think it might be interesting to mention that there are now pending, 
si I would describe as five large cases. When we talk about 
numbers here, of course, we talk about docket numbers. 


NEW YORK-CHICAGO CASE 


senator HoLLtanp. You consolidate many of those dockets into 

ngle great cases? 

\lr. Riztey. Thatis right. We have pending what is known as the 
New York-Chicago case, in which the examiner’s report is issued and 
oral argument is set in July, and we should have a decision in August 
or September. There are 21 dockets involved in that case. 

Senator Hoiuanp. There are 21 different applications merged, 
therefore, in one case? 

Mr. Riztey. That is right. We have what we call the-service-to- 
Denver case in which the examiner is now in the process of preparing 
his report, and I might say here that that report probably could have 
heen out but the examiner who was working on that case was ill and 
had to take a little time off, and these hearings consist of many, many 


paves, 
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We think we can hear oral argument in that case in September an 
perhaps have a decision this fall, and there are nine docket numbers 
contained in that. case. 

Now, there is also what is known as the Southwest-Northeast seryje, 
case. The examiner is in the process of preparing his report now, 
am hopeful that we will get the case orally argued in September, 
we are hope ful that we will get a decision in that case es arly this | fall 
There are 26 dockets involved in that. 


NEW YORK-MIAMI CASE 


In the New York-Miami case, the hearings will open on June 6, ani 
the best estimate we can give now is that those hes arings may last for? 
months. There are 22 dockets involved in that case. 

Senator HoLtianp. Then you have about 80 different application 
involved in those 4 cases that you have mentioned. 

Mr. Riztey. That is right. 

Now, in the large irregular carrier investigations, in which then 
are 209 docket numbers involved, which has been going on for son 
time down there, the examiner has issued his report, and the case 
set now for oral argument on July 7, and, of course, we hope to fu 
dispose of that before the first of the vear. There are 209 docker 
involved in that. 

PROSPECTIVE ACTION 


That is what I meant when I say I have certain targets in view ani 
we are hopeful to make a substantial contribution to the thing tha: 
is not only worrying us but I know worrying many members of bot! 
the House and Senate. Our ambitions may be too optimistic but we 


think we can probably do what I have outlined. 

Senator Hotutanp. Now, Mr. Chairman, I have here a letter whicl 
I am going to place in the record, addressed to the chairman of the 
Senate Committee on Appropriations, Senator Hayden, from Mz: 
Charles Murray, president of the District of Columbia Bar Associatio1 
Have you seen that letter? 

Mr. Riziry. Yes, I think we have. 


LETTER FROM DISTRICT OF COLUMBIA BAR ASSOCIATION 


Senator HoLitanp. This letter emphasizes the need for attorneys 
engaged in aviation law practice to have access to decisions of th 
Board in convenient and permanent form and commends the Boari 
for having proposed in its 1956 budget to publish additional volumes, 
the first to be printed since 1950. 

(The letter referred to follows:) 

Bar ASSOCIATION OF THE DISTRICT OF COLUMBIA, 
Washington, D. C., May 18, 19 
Senator Cart HaypEN, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washinaton, D. C. 

Dear Sir: The aviation law committee of the Distriet of Columbia Par Ass 
tion was originally created to promote the sound development of aviation law a! 
further the administration of justice. This committee has been actively engage: 
during the present year in a number of projects related to the above object!\' 
One of the matters under consideration relates to the availability of Cin il Aero- 
nautics Board decisions and accompanying digests to counsel for various ses 
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ments of the aviation industry and interested civie parties. Of equal importance 
.e availability of these working tools to the Board’s hearing examiners, opinion 
division, ageney counsel, General Counsel’s staff, and the members 
fices as Well as the Federal courts. This letter is being written to you, therefore 
ecause of the relationship between the Civil Aeronautics Board’s pending budget 
fyr 1956 and this particular problem. 

The Board follows the practice of publishing its immediate decisions in mimeo- 
rayhed form which are readily available to all interested parties. These opinions 
are subsequently printed in slip opinion form, the size and paging of which con- 

to the bound volumes of CAB reports which are ultimately published. 

To date, 11 bound volumes of Board decisions have been published, except that 
the supply of volumes 2 and 3 has been exhausted at the Government Printing 
fie Furthermore, volume 11 contains Board decisions only through August 
450. The slip opinions deseribed above have been printed only through May 
952. Thus, it is apparent that a 5-year lag exists in regard to the publication of 

nd volumes and a 3-vear lag exists in regard to the slip opinions. By con- 
‘trast, the Tax Court of the United States, for e xample , has published its bound 
nes of re ports covering decisions through Mareh 1954. Furthermore, only 
» Board’s LL bound volumes contains so-called safety decisions, covering 
the period through June 1943, and no volumes or slip opinions are available 
his subjeet, Consequently, this publication backlog has become of increasing 
rn to the practitioners before the Board, and, it is understood, to the Roard 
ind its legal staff. 

In addition to the problem affecting the general availability of Board decisions 
such difficulty is aggravated by the unavailability of digests of CAB decisions. 
Thus, although the Board follows a practice of incorporating an index digest in 
each of its published volumes, no such Board digest is available for any decisions 
promulgated since August 8, 1950. In addition, no comprehensive digest has 
ever been undertaken by the Board or any private concern of its opinions and 
orders which, if available, would be of inestimable value to lawyers practicing 
before the Board, the Board’s staff, and the judiciary. 

The 3-year lag on slip opinions is disadvantageous because of the Board’s 
practice of attaching thereto copies of initial decisions rendered by the hearing 
examiners. Such initial decisions are normally in short supply and do not 
become widely available until such slip opinions are published. 

_ These and several related matters have been recently discussed by Board 

epresentatives and members of the aviation-law committee. The committee 
fully appreciates the fact that this situation is primarily the result of the Board’s 
budgetary limitations on printing and a shortage of qualified staff members 
vho could be spared from their regular duties to complete the necessary index 
ligests. 

The aviation-law committee has been advised by Mr. Ross Rizley, Chairman 
f the Civil Aeronautics Board, that if the Board’s 1956 budget estimates, as 
presented to the Congress, are approved it would be possible for the Board to 
become more current in these fields of endeavor. The District of Columbia Bar 
\ssociation, on behalf of its members interested in this problem, endorses strongly 
such request and trusts that the Appropriations Committee will give this problem 
serious and careful consideration. 

There can be no doubt that the improved availability of CAB decisions and 
related digests could contribute substantially to the more expeditious handling 
of CAB eases, an objective generally endorsed for all administrative agencies by 
the President’s Conference on Administrative Procedure. 

tespectfully yours, 
CuHaRLeEs B. Murray, President 


PUBLISHING DECISIONS 


Senator Hottanp. Why has the Board waited so long to provide 
this matter? Isn’t the publication of its decisions in properly coded 
form a duty which is expected of a body charged with judicial functions 
such as your Board? 

Mr. Rizitey. That is right. I think I can go along with that letter. 

Mr. Mulligan probably can make some explanation. I can say 
here that in the fiscal year 1955, it is estimated that $13,000 wil! have 
been spent to print Board decisions. 
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Under the 1956 estimate, $24,000 is projected for this purpose. |} 
available, this will permit printing of the following, with respect to 
which a major part of the work has already been accomplished: 

(a) Volume 12, covering economic cases, September 1950 through 
April 1951; (0) volume 13, covering safety enforcement cases, July 
1943 through May 1953; (c) volume 14, covering economic Cases, 
May 1951 through December 1951 : (d) volume 15, covering economic 
oases, January 1952 through July 1952. 


EDITORIAL CLERK 


In addition, the 1956 estimates include $5,100 to continue on a ful] 
year basis a position of editorial clerk, reestablished in the fourth 
quarter of the current year, to devote full time to preparing the index 
digest for the bound volumes. 

‘How ever, to print during the next fiscal year 4 additional volumes, 
which would cover the pe riod from July 1952 through October 1954 
would require additional funds in the estimated amount of $60,000. 

Senator HoLLAND. Do you mean that much is not covered by 
budget? 

Mr. Rizitey. That is right. 

Senator HoLtianp. Is the amount that is covered by the budget a 
fected by any of the reductions made by the House of Re sengucmacaiecas 

Mr. Muuiican. Not directly, Mr. Chairman. We would expect 
that the figures that Chairman Rizley has given would be firm insofar 
as our ability to spend $24,000 for the printing of these volumes 
next yeal 

Senator HoLuanp. That would not bring the printed volumes to 
date. 

Mr. Munuican. No, sir; it would not. 


PRINTING WORK TO BE COMPLETED 


Senator HoLtianp. I[ suggest that for the record to supplement your 
statement, you give us a written report on how much can be edited 
readily so that it is available for publication and what the cost would 
be in addition to that that is covered by the budget. 

(The information referred to follows:) 


During the fiscal year 1956, the Board expects to complete the editorial work 
and have printed the following volumes of Board decisions: 

(a) Volume 12, covering economic cases, September 1950 through Apri 
1951; 

(b) Volume 13, covering safety enforcement cases, July 1943 through Maj 
1953; 

(c) Volume 14, covering economic cases, May 1951 through December 1951 
and 

(d) Volume 15, covering economic cases, January 1952 through July 1952. 

The cost of completing the above volumes, with respect to which the major part 
of the work involved has already been accomplished, is estimated at $5,100 for 
editorial work and $24,000 for printing and binding. Provision therefor has bee! 
included in the Board’s 1956 budget estimates. 

To attain a reasonably current status with respect to the printed volum 
would involve additional staff and funds for printing substantially above what thi 
1956 estimates contemplate. It would require additional funds in the estimated 
amount of $60,000 to print during the next fiscal year 4 additional volumes, whic 
would cover the period from July 1952 through October 1954. 
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COSTS OF PUBLISHED DECISIONS 


Does not the Board charge members of the bar and other private 
ysers Who request copies of printed volumes? 

Mir. Muntuican. The Board does in this wav, Mr. Chairman: 
The volumes are on sale through the Superintendent of Documents. 
The Board defrays the printing costs and, of course, must provide 

‘necessary staff to prepare them for printing, the preparation of 
dexed digests, and the like. Thev are then on sale through the 
superintendent of Documents. 

Senator HoLLanp. But the receipts do not come to the Board? 

Mr. Munuican. No, sir. 

Senator HoLtLaANp. Do you know whether or not the prices, as 
fved, are fixed in a sufficient amount to defray the Government 
xpense of editing and printing? 

MuuiiGgan. They are not, sir. The price is approximately 
83.50 per volume. The total sales aggregate normally about 500 
copies per volume. 

Riztey. Iam in complete sympathy with the suggestion made 
there. This is not only important, of course, to the people who prac- 
tice before the Board, but important to our own staff in view of the 
remendous amount of cases that we must be kept current on as well. 


MORE CURRENT AUDITS 


Senator HoLtianp. With referenee to audit, Mr. Chairman, I know 
that vou are anxious to have more current audits, and are therefore 
veking an increase for fiscal year 1956 im order to add to vour staff 
to expedite this process. You are in somewhat the same position as 
the Interstate Commerce Commission or the State public utilities 
commissions, In that you must have an evaluation and certification 
of the proper expenses and all the revenues of the petitioner in order 
that the rates may be fairly set to protect the legitimate investment 
of the airline and also to protect the public to receive fair value from 
the rates you set and on a basis through which a firm is given certain 
exclusive routes. 

However, these audits are required in order to determine the proper 
rates to be set, and not as a prerequisite to payment to air carriers of 
that part of your established rate for mail which is in excess of the 
rite for mail actually transported, which is covered by payments from 
vour other appropriation; is this not true? 

Mr. Riztey. Yes, sir. 


DETERMINING FINAL RATE 


Senator HoLttanp. How long would you estimate would be required 
under your present system, with your present organization, to com- 
plete a case involving a rate adjustme nt for mail pay which I under- 
ae is the rate vou fix under section 406 of the Civil Aeronauties 
Act, to the point of determining final rate? 

Mr. Ror. Sir, it is difficult to give a typical figure. When the 
Board has a relatively simple case where, without a formal hearing 
between parties that are contesting the issue, we can quickly reae h 
agreement as to what the new rate should be. 
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I believe we have closed out a particular docket, certainly at leas; 
gotten out a show-cause order setting forth a new rate, within as shor 
a period of time as 60 days. 

Senator Hottanp. Would that be a case where the carrier and 
Post Office Department are in accord? 

Mr. Rorn. And work out an agreement in negotiations with the 
Board’s staff as to the new rate. 

Senator HoLtLtanp. But where they are not in accord and where 
there is a matter in controversy between them requiring full hearing 
and finding, what is the time that would be required for disposition? 

Mr. Rorn. In the postwar period where we went into a contested 
formal hearing before a hearing examiner, | believe that every cage 
involved a period of time in excess of 1 year. 

Senator HoLLaNp. Some of them have involved vastly longer per. 
iods of time than that, have they not? 


LONGEST MAIL RATE CASE 


Mr. Roru. Yes, sir; I think the longest case that we have involves 
the final mail rates for the carriers across the Atlantic, the so-called 
Trans-Atlantic Final Mail Rate ease, which has only partially been 
completed by the Board as of today, and that rate case covers rates 
going back to 1946. 

Senator HotLtaNnp. In other words, the petition, or various petitions 
that are in that case, have some of them dated back to 1946? — Is that 
correct? 

Mr. Rotn. Yes, sir. 

Senator HoLtanp. The matter has accumulated from year to year 
and various new approaches in that same field, that is, transatlantic 
mail service, have all been consolidated into this one case; is that 
correct? 

Mr. Roru. Yes, sir. 

Senator HoLLanp. What is the prospect of termination of that case? 

Mr. Roru. On December 20, 1954, the Board issued a decision on 
all aspects of the case except for those aspects related to the so-called 
offset issue involved in the Chicago & Southern Supreme Court de- 
cision. 

The Board had set down the offset issue for further proceedings in 
September 1954 and we expect to go to hearing on the offset part of 
the case on June 27 of this year. 

The carriers have also filed petitions for reconsideration with the 
Board with respect to the Board’s decision of December 20, 1954. 


APPEALS FILED IN COURT 


Parenthetically, the carriers have also filed petitions for review In 
the circuit court of appeals, but it is my understanding that the 
petitions indicated that the carriers had also asked the Board for 
reconsideration and that the circuit court will accordingly take no 
action until the Board itself makes further determinations. 

Senator Hotianp. The procedure that is made available by law 1s 
one of appeal to the circuit court of appeals to review the whole 
matter. That is the j — ‘ial review that is provided for? 


Mr. Roru. Yes, si 
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Senator HoLLAND. In other words, no new litigation has to be 
hrought but simply review is taken to the circuit court of appeals 
‘hat has jurisdiction? 

Mr. Roru. Yes, sir. 

Senator HoLtLtanp. Now, are you ready to come to the matter of 
yavments to air carriers, Mr. Chairman? 

\Mir. Riztey. Yes, sir; and I have a brief statement on that which 
| would like to present. 

Senator HoLLanp. All right, sir. 


PAYMENTS TO AIR CARRIERS 


The second appropriation for the Civil Aeronautics Board is titled 
Payments to air carriers.”’ 

For this appropriation, the House allowed $40 million, a cut of $23 
nillion from the budget estimate for fiscal year 1956, and $8,900,000 
ess than the. $48,900,000 made available this vear. 

The Board’s request is for the full amount of the estimate, $63 
nillion. In other words, you ask that the full estimate be restored. 


AMENDMENT AND JUSTIFICATION 


I will place in the record the amendment requested by the Board, 


the justification statement, and certain data provided by the Board 
which sets out the anticipated volume of mail trafliec which ts the basis 
‘or the estimate. 


The information referred to follows: ) 
PAYMENTS TO Arr CARRIERS 
(House bill, p. 7) 


(House hearings, pp. 359-394 
riginal estimate _ - _ $63, 000, 000 
955 act (includes supplemental appropriation of $8,900,000) 48, 900, 000 
House allowance (a reduction of $23,000,000 in the original esti- 
nate) ; , : _ 40, 000, 000 


AMENDMENTS REQUESTED 


The Board requests the following amendment: 
Page 7, line 11. strike out ‘$40,000,000’ and insert ‘363,000,000, an increase 
P $23,000,000. 
EXTRACT FROM HOUSE REPORT 


“The sum of $40 million is recommended for the coming fiseal year for this 
irpose, a reduction of $8,900,000 below funds appropriated for 1955 and a reduc- 
on of $23 million in the budget estimate. The committee believes that substan- 
tial reductions can be made in payments to air carriers during the next fiscal vear 
fa careful and thorough audit of each claim is made and if realistic practices in 


the handling of these claims are followed.” 


JUSTIFICATION 


The comments contained in the House report indicate that the Board has failed 
convey the correct and proper understanding of the field audit function and the 
isis on Which monthly subsidy payments are actually made. It is the mail-rate 
ase which determines the level of subsidy for a particular carrier—not its so- 
led monthlv claim. A mail-rate case involves notice and hearing; in short, a 
rmal proceeding in which the carrier makes his “claim of need’ for subsidy. 
itis the Board’s order issued in the proceeding which fixes the carrier’s subsidy as 
part of its overall mail compensation. The order constitutes, in effect, a contract 
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between the carrier and the Government and provides for payment each mo 
a “unit price’? per scheduled mile flown, per available seat-mile flown or s 
factor with, in some cases, the unit price varying according to passe) 
factors experienced during the month. Therefore, under the Board’s ord 
carrier submits each month what would more properly be called a “vy 
rather than a “claim.’’ It reports scheduled miles flown, available se 
flown or passenger-load factor, as the case may be, and as required by 
order, together with a computation of the resultant amount due for the n 
operations pursuant to the unit price derived from the rate order. Befor 
ment of the voucher, it is completely preaudited by Washington staff, suc 
including, among other things, verification of the fact that the service w 
voucher purports to cover has actually been performed, and the matl 
accuracy of the computations as well as the fact that such computations ar 
in accordance with the rate order. As part of the regular field audit of 
and to provide an additional safeguard in the expenditure of Government 
a postaudit is performed at the carriers’ offices to validate the accurac 
carriers’ records and accounting insofar as thev relate to the carriers’ 
vouchers, 

Under the House bill, the amount provided for subsidy payments it 
$40 million, the same amount initially appropriated for 1955. It is the |] 
expectation that the overall level of subsidy in 1956 will continue to ré 


downward trend. In fact, the $63 million estimate is based on that assumpt 


The Board is not in a position at this time to forecast a requirement for pa 
during the vear in an amount less than $63 million. To the extent t! 
amount appropriated in the bill now before you falls short of covering wt 
be due the subsidized carriers under rate orders fixed pursuant to section 406 
Civil Aeronauties Act of 1988, as amended, the Board will have no alt 


other than to present a request for supplemental appropriation in connectio: 


the regular estimate for 1957. 


PAYMENTS TO AIR CARRIERS 


Summary of estimated subsidy payments to air carriers 


Estimate, Estimate 
1954 1955 


Total subsidy accruing to air carriers for operations during 
the fiseal year $55, 208, 922 $65, 410, 000 
Add unpaid accrued sul ly carried forward from prior year +6, 681, 37 


Deduct accrued subsidy unpaid at end of fiscal year 6, 681, 378 4, 927, 


Total estimated payments (actual for 1954) 48, 527, 544 367, 163, 7 


Che amounts shown for 1954 cover the period from the effective date of Reorganization P 
Oct. 1, 1953 through June 30, 1954 

2 Comparable amount for entire fiscal year is $73,080,000. 

3 Includes proposed supplemental appropriation of $15,200,000, 


ett 
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APPENDIX [I 


parative summary of service pay and subsidy estimates for operations during the 
fiscal years 1954, 1955, and 1956 


en . ; Col. (2) com- 
1955 budget Currer i- ol eae 


yared with 
. ‘stimate rhiahe I 
Fiscal year : sit col. (1) 


(3 


mail in ton-miles: 
101, 151, 000 108, 195, 000 +-7, 044, 000 
105, 770, 000 130, 112, 000 +24, 342, 000 
137, 948, 000 


000 », 646, 000 $424, 000 
O00 57, 846, 000 —614, 000 
1, 000 


, 000 73, 080, 000 - 
92, OOO OOO - , 842, 000 
000 
rvice pay and subsidy 
, 726, 000 —7, 999, 000 


, 000 3, 256, 000 5, 456, 000 


», OOO 


pared with 1954 
ime of mail in ton-miles 


ce pay + $5, 305, 000 
dy liability $10, 472, 000 
| service pay and subsidy liability —$5, 167, 000 


APPENDIX II 


son of estimates for payments to air carriers for operations during the fiscal 
years 1954, 1955, and 1956 


Change, col. (2) 
compared with 
col. (1) 


1955 budget Current 
estimates estimate 


(1) 2) (3) 


Total subsidy: 
1954 F ‘ $80, 655, 000 $73, 080, 000 — $7, 575, 000 
1956 é 80, 252, 000 65, 410, 000 — 14, 842, 000 
1956 62, 608, 000 

yments (expenditures): | 

1954! . , a ‘ ; | 53, 491, 250 48, 527, 544 —4, 963, 706 
1955 xe 5 | 80, 000, 000 67, 163, 706 — 12, 836, 294 
195¢€ é - 63, 000, 000 

Appropriations: 


| 73, 000, 000 | 55, 200, 000 —17, 800, 000 
63, 000, 000 | 


_ _ ; \ | 


lhe amounts shown for 1954 cover the period from the effective date of Reorganization Plan No. 10, 


1, 1953, through June 30, 1954. 
? Actual. 
‘To be made up of present appropriation of $40 million, carryover from 1954 of $11,963,706; and supple- 
mental appropriation of $15,200,000. 
‘Of this amount $40 million has been appropriated and $15,200,000 is required by way of a supplemental 
appropriation, 
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AppENDIx ITI 


Comparative summary of service pay, subsidy and mail ton-mile estimates 
operations during the fiscal years 1954, 1955, and 1956 


[In thousands] 


1955 Budget 


estimates Current estimates 


1955 1954 1955 


Volume in mail ton-miles: 
Domestic trunks 
Local service 
Helic opters 


Total domestic 
States-Alaska operations. 
Intra-Alaska operations 
Hawaiian operations 
Total territorial - 
Transatlantic operations 
Transpacific operations 
Latin American operations 
Total international 
Total -- 
Service pay 
Domestic trunk 
Local service 
Helicopter 
Total domestic 
States-Alaska operations 
Intra-Alaskan operations 
Hawaiian operations 
Total territorial 
Transatlantic operations 
Transpacific operations 
Latin American operations 
Total international 
Total 
Subsidy 
Domestic trunks 
Local service 3, 895 23, 24, 634 
Helicopters 2. é 2, 570 
Total domestic 29, 29, 31, 045 
States-Alaska operations 2 3, 25! 3,391 


Intra-Alaskan operation 4, 6 4,951 
Hawaiian operations ; , 036 , 154 


Total territorial , . 9, 496 


Transatlantic operations 2. q 3, 984 
Transpacific operations : ,750 | 11,640 
Latin American operations 7 16, 915 

Total international. 41, oa 32, 539 


Total 6 25% 73, O80 
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mparative summary of service pay, subsidy and mail ton-mile estimates for 


I 


operations during the fiscal years 1954, 1955, and 1956 


1955 Budget 


Cc , 1S 
estimates urrent estimates 


1954 1955 


tal service pay and subsidy: 


4 

Domestic trunks $38, 21: $39, $36, 265 | $34,397 $34, 
Local service 25, 27% 2: 5, 876 26, 318 20, 
H 


licopters 2, a 2, 8U° 3, O16 


Total domestic , 155 118 5, 03 63, 731 64, 


States-AlasKa operations 3, 3, 854 ; yo 
j Alaskan operations ; i, 361 : F 
Hawaiian operations , OR4 


Total territorial ; , 299 
ransatlantie operations 22, 000 
lranspacific operations Pl 714 
Latin American operations Lf 5S1 


Total international. 


Total. 


Continued 


Difference 


594 
148 


}, 266 


30) 
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292 COMMERCE AND RELATED AGENCIES, 1956 
BUDGET ESTIMATE 


Senator Hotitanp. Mr. Rizley, will you proceed with your state. 
ment at this time? 

Mr. Riztey. The estimate of ‘Payments to air carriers” for 1956, 
as presented in the President’s budget, is $63 million. The estimate 
submitted more than a year ago for 1955 was $80 million. 

This reduction in the level of subsidy is brought about prine ipally 
by two factors: In the Transatlantic Mail Rate case, the Boar 
substantially reduced the subsidy payable to Pan American for 
operations across that ocean and removed TWA from subsidy entirely 
in connection with transpacific operations the current estimates 
forecast no subsidy for Northwest and a substantial reduction jy 
subsidy to Pan American for operations in that area. In both instan- 
ces the greatly increased volume of so-called military mail — 
transported and estimated to be transported in future by the carri 
involved has contributed in important measure to reducing their need 
for subsidy. 

OFFSET CASE 


IT would like to make it clear that no part of the reduction in the 
subsidy estimates is attributable to the Supreme Court decision in 
the so-called offset case. No mail rate proceeding involving the 
offset issue has yet been adjudicated by the Board and in all likelihood, 
final settlement will be by action of the courts in view of the extreme 
range of controversy involved. 

Senator Hoiianp. The figures involved in the budget did not 
include figures on any case still before the Board and not adjudicated, 
do they? 

Mr. Muuican. Yes, sir, they do. 

Senator Hottanp. On what theory? 

Mr. Mutuuraan. Well, in all cases, Mr. Chairman the figures 
included in the budget are estimates based on the existing or projected 
rates, carrier by carrier. For example, where the offset issue is 
involved, the carriers still have a rate that is currently in effect 
In constructing the estimates and projecting amounts under those 
existing rates, we have not, at this stage, deducted amounts that 
might possibly be recovered as a result of decision in the offset cases. 

Senator HoLianp. In other words, you are not going to prejudge 
the Board’s decision by reflecting a favorable offset decision in your 
budget estimate. Is that what you mean? 

Mr. Munuican. That is correct, sir. 

Mr. Rizury. Shall I proceed, Mr. Chairman? 


Senator HOLLAND. Yes. 
1946 TO 1953 OFFSET ISSUES 


Mr. Riztey. T also want to make it clear that the major sums 
involved in connection with the offset issue relate to an 8-year past 
period, 1946 to 1953, and two earriers, Pan American and TWA. 
Whatever the outcome of a litigation as affecting these carriers and 
the period prior to October 1, 1953, any amount due to the Govern- 
ment will be for the ca of the Post Office Department. It 1s 
true, of course, that the offset issue remains to be adjudicated in some 
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eases for periods subsequent to 1953. According to the tentative 
contentions of the Board’s staff in currently contested proceedings 
earnings are available for offset for periods since October 1, 1953, in 
‘the amount of $6,384,000, of which $3,694,000 would be applicable 
io the last three quarters of the fiscal vear 1954 and $2,690,000 appli- 
cable to the fiscal year 1955. 

We have furnished this committee, as we also did the House com- 
mittee, &® revision of page 95 of the estimates and of appendices | 
through V, which are a part of the estimates, to reflect certain develop- 
ments since the 1956 estimates were first transmitted to the Congress. 

Such estimates showed subsidy accruing in 1956 for the trans- 
atlantic carriers in the amount of $4,717,000. Under the Board’s 
decision in the Transatlantic Mail Rate case, issued December 20, 
1954, and after the estimates had been prepared, that figure has been 
revised downward to $2,669,000. 


TRANSPACIFIC OPERATIONS 


In connection with transpacific operations, where the previous 
figures showed subsidy accruing for 1956 in the amount of $1,483,000, 
Post Office Department has submitted revised estimates of the 
total mail ton-miles and the distribution thereof between the two ecar- 
ners concerned (Northwest and Pan American). Based on such 
revised estimates, which reflect a reduction in mail ton-miles from 
3,639,000 to 27,202,000, due tn part to the Board’s action equalizing 
mileage for the two carriers between the west coast and Tokvo, the 
current estimate of subsidy for transpacific operations in 1956 is 
$2,262,000. 

Also since December, when the 1956 estimates transmitted to you 
were prepared, agreement has been reached, and a show-cause order 
issued, with regard to the domestic trunkline service mail rates. The 
overall service rate level is slightly lower than previously estimated, 
with the result that for the four domestic trunklines concerned the 
estimate of subsidy accruing for 1956 has increased from $4,517,000 
to $4.648,000. However, under this new rate structure, for the period 
from April 1, 1954, the total service pay to the domestic trunklines 
will decrease on an annual basis compared to what they would have 
received under the previous rates, by approximately $5,300,000 or a 
savings to the Post Office Department in that amount. 

Under the House bill, the amount provided for subsidy payments 
in 1956 is $40 million, the same amount initially appropriated for 1955. 
It is the Board’s expectation that the overall level of subsidy in 1956 
will continue to reflect a downward trend. In fact, the $63 million 
estimate is based on that assumption. ‘The Board is not in a position 
at this time to forecast a requireme nt for payments during the year 
in an amount less than $63 million. To the extent that the amount 
appropriated in the bill now before you falls short of covering what 
may be due the subsidized carriers under rate orders fixed pursuant to 
section 406 of the Civil Aeronautics Act of 1938, as amended, the 
Board will have no alternative other than to present a request for 
supplemental appropriation in connection with the regular estimate 
for 1957. 
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REQUEST FOR SUPPLEMENTAL APPROPRIATION 


Senator Hoxuanp. I understand, of course, that you will have to 
put in a request for a supple mental item if the Congress does not 
allow sufficient appropriation but I also understand from your state. 
ment that there are some deductions from your 1956 budget in ap 
amount of $63 million, which are reasonable to expect to occur. 

Mr. Rizury. That is correct. 

Senator Houiianp. Is there not any way to estimate them wit! 
some degree of accuracy so that they may be reflected in the appropyi- 
ations bill? 

Mr. Rizury. I would hope so, but I will let Mr. Mulligan answer 
that. 

Senator Hotianp. Mr. Mulligan. 

Mr. MuuuiGan. One of the problems, Mr. Chairman, is the relatioy 
to the 1956 requirement of the year 1955. As you know, the tota 
appropriation for 1955 is somewhat less than the amount of th 
estimate. 

Had all of the factors on which the 1955 estimate was constructed 
remained constant, the effect of the reduction in 1955 would be to 
increase the estimate for 1956 of $63 million. We will not have ; 
firm fix on that until the fiscal year 1955 is actually completed 

Senator Houtuanp. [ understand that. 

What we have asked you to do, if you ean, is to make an estimate of 
the dimunution of the $63 million estimate included in the budget 
which would be reasonable, an approximate reduction, which could 
be applied by the Appropriations Committee to the $63 million 
estimate. We do not have to be exactly accurate in these things be- 
cause we know there is going to be a supplemental bill, and we know 
that nobody can foresee a thing of that kind with complete accuracy, 
which we therefore do not expect; but neither do we want to be in the 
position of having the bill pumped up beyond any prospect of what 
would reasonably be required. 

Mr. Mo tuican. I would say, Mr. Chairman, on the assumption, 
and I think it clearly is the correct assumption, that a supplemental 
appropriation would be involved—— 

Senator HoLttanp. You mean if the $40 million allowed by the 
House was left undisturbed? 

Mr. Mutuiaan. Yes, sir; but let me put it in a different way. A 
figure which would be, in my judgment, one still requiring a supple- 
mental in some amount, but a figure that would ee the total 
bill much more closely than does the $40 million, would be $55 million 


APPROXIMATION OF 1956 REQUIREMENTS 


Senator Ho.tuanp. In other words, you think that if the final figure 
in the appropriation bill would be $55 million, that would closely 
approximate what would be actually required in 1956, but would 
probably still require a supplemental item? 

Mr. Mututiaan. I think it would still require a supplemental, sir, 
but I think it would be much closer to the ultimate bill than the 
$40 million. 

Senator HoLt,tanp. You do recognize the fact that the $63 million 
submitted in the budget has become probably unnecessary and over 
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the needed amount in view of developments which have occurred 
since the budget was being formulated. 

Mr. Mutuiaan. That is correct, sir, but the $55 million figure 
was suggested as a possible substitute for the $40 million, not the 
$63 million, with some supplemental still required. 

Senator HoLtuanp. Thank you, sir. 

| realize that there have been considerable difficulties which have 
arisen in connection with the effort of the Board to establish sound 
rates for the Pan American Airways and for its subsidiaries which 
are owned wholly by the Pan American, and really are just entities 
of the Pan American system. 


PAN AMERICAN RATE STUDY 


How are you progressing in the auditing that looks forward to the 
establishment of rates for Pan American and its wholly owned sub- 
sidiaries? 

Mr. Muuiiean. The plan, Mr. Chairman, and the one on which 
the estimate for salaries and expenses is predicated, contemplates 
not only an increase in the frequency of audits of all carriers which 
would include increased frequency of audits of Pan American, but it 
also contemplates an expansion of the scope of the audits. 

In relation to the subsidiaries of Pan American, the plan contem- 
plates that audits would be made, actual audits would be made, of 
the domestic subsidiaries. 

With respect to the foreign subsidiaries, the plan does not con- 
template that audits would be made. There are certain practical as 
well as legal questions as to the authority or the possibility of making 
those audits. However, the plan envisions that the review which is 
possible of the transactions between the subsidiaries and the parent 
company and which could be made from the books of the parent 
company would be substantially increased. 

Senator HoLtLanpb. Do you mean that the amount of your check on 

he operations between the Pan American and its wholly owned sub- 
iaosien would be stepped up? 

Mr. Muuuiean. Very substantially. 

Senator HoLLanp. These various questions have been submitted by 
members of the committee. 

Are there other American airlines operating international routes 
which have the same problems of subsidiaries as are found in the case 
of Pan American? 

Mr. Rorn. I believe, sir, it is a matter of degree. No other carrier 
operates completely around the world as Pan American does and no 
other carrier has anywhere near the number of foreign subsidiaries or 
ffiliates that Pan American has. 

Senator HotLanp. Do any other carriers have wholly owned sub- 
sidiaries? 

WHOLLY OWNED SUBSIDIARIES 


Mr. Rorn. I do not recall as of this time any wholly owned subsid- 
aries although I do recall that at one time other carriers have had 
wholly owned subsidiaries. For example, American Overseas Airlines, 
since merged with Pan American but formerly a subsidiary of American 
Airlines, had a company in England that was doing certain types of 
ticketing or selling work for American Overseas Airlines. 
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Senator HoLtLanp. Is that pertinent to the present situation? Wha; 
we are trying to find out is whether the case of the wholly owned sub. 
sidiaries Is a unique matter now applicable only to Pan American, 

Mr. Rorn. I believe it is unique to Pan American at this time 

Senator HoLtuanp. Have you made a check into the basis for billing 
by Pan American or any other international line for use of Jointh 
owned facilities or use of its facilities for operations of subsidiaries’ 

Mr. Rorn. The contractual arrangments between Pan America; 
and its subsidiaries must be filed with the Civil Aeronautics Board fo) 
approval. 

CHECKING CONTRACTUAL TERMS 


Senator HoLtanp. They are all subject to auditing and check } 
the staff of the Civil Aeronautics Board; are they not? 

Mr. Rorn. As part of the approval process, the terms of the agri 
ment must be analyzed. 

Senator Hottanp, There is not any want of power or opportunity 
for checking in full upon the nature of those contr: vctual relations an 
the nature of the use of jointly owned facilities? 

Mr. Roru. Yes, sir; I think there is a limitation on the Board's 
power to audit the transactions on the books of the foreign subsidiar 
itself. IT am not an attorney, but I understand there is substantia 
doubt that the Board has the legal power to send auditors to a foreig: 
country to audit the books, bearing in mind that in some instances 
the foreign carrier is subsidized by its own government, may | 
partly owned by the foreign government, and frequently it is owne 
by persons closely associated with the foreign government. 

Mr. Munirean. I think [ can add, Mr. Chairman, a point which | 
think is pertinent to your inquiry. 

Senator HoLLaNp. Let me say that this inquiry, which is not my 
own, is apparently designed to bring out the question of whether tly 
CAB has the authority and is using that authority to make ee 
check of the use of jointly owned facilities or use of Pan America 
owned facilities for the operations of its subsidiaries. 

Mr. MunniiGan. Yes, sir; the contractual arrangement is subject to 
review by the Board. The Board has full opportunity to determin 
the nature of the arrangement, what it contemplates. 

Now, where it involves a foreign corporation, for the reasons | 
mentioned a while ago, the actual auditing of the transactions is no! 
possible. A detailed review of the transactions, however, in terms o! 
the books of the parent itself, would be possible and is a step which 
we contemplate. 

Senator HoLuanp. In other words, to determine not only the 
amounts charged the subsidiaries, but the amounts of actual pay- 
ments from and to the subsidiaries? 

Mr. Muuurean. That is correct. 


CERTIFIED AUDITS ON COMPANIES 


Senator HotLtanp. Do you have sufficient data today to provide a 
certified audit report of these companies for the committee which 
shows the total profits after subsidies, the amount of subsidies earned, 
and the percentage that total profit is of the necessary invested 
capital? 
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Mr. Rizney. Mr. Hord, who is Chief of the Office of Carrier 
Accounts and Statistics, probably should answer that question. 

Senator Hotianp. I underst: and that this question is based on some 
studies made by the GAO and the question, to repeat it, is this: Do 
you have sufficient data to provide a certified audit report of these 
companies, for the committee, which shows the total profits after 
subsidies, the amount of subsidies earned, and the percentage that 
total profit is of the necessary invested capital? 

\ir. Horp. In relation to the subsidiary companies? 

Senator HoLLANnp. Yes. 

\Ir. Horo. We can establish that fact without question in respect 

all subsidiaries which are owned 100 percent or controlled in this 
country. 

DATA ON SUBSIDIARIES 


Virtually all of the subsidiary companies outside this country are 
not 100 percent owned and are also foreign in nature. We ean 
stablish the question of investment in terms of the carrier’s own 
records and reports. 

We also would have access to certified statements if they exist, 
made by public accountants of these subsidiaries, and submitted to 

carrier, and we could establish that fact, but we cannot ourselves 
i dit the books of those foreign subsidiaries and establish inde- 
pendently that fact. 
Senator HoLitanp. Have you projections of the subsidy rates for 
the carriers for the period following fiseal year 1956 or data which 
will show whether, by the broad classifications you use, these subsidies 
will be going up or down? 

| understood the general statement on this subject made by the 
chairman to indicate that he felt that the subsidies would be going 
down but the question really goes into some detail beyond your general 
statement, 


PROJECTION OF SUBSIDY RATES FOLLOWING 1956 


The question was whether vou have projections of the subsidy rates 
for the vears following 1956, and in what direction the ‘Vv are going, and 
what do you think is indicated from those projections. 

Mr. Muniigan. We do not have projections of specifie rates, Mr. 
Chairman, beyond fiscal 1956. 

In appendix 4 of the estimates, the revised appendix 4, we show the 
rates for each individual carrier. From the standpoint of looking 
forward to 1957, I would say in general that we hope the trend that 
has been manifest in the past 3 years will continue, but I doubt that 
we could reduce it to a specific rate for a particular carrier as far 
ahead as 1957. 

Senator HOLLAND. Let me ask you this question: How many of our 
air carriers are not now drawing those subsidies? 

Mr. Muvuuuican. The nine domestic trunkline carriers, which of 
course account for the biggest volume of total operations in the United 
States, receive no subsidy. 
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NONSUBSIDIZED AIRLINES 


Senator HoLutANp. You mean companies like Eastern Air Lines‘ 

Mr. Mutuiaan. Yes, sir. 

Senator HoLuanp. Would you name the others? 

Mr. Muturean. American, Eastern, National, Northwest, Trans. 
World, United, Capital, Delta, and Western. That is the group, 

Senator HoLuanp. That makes the nine. 

Mr. Muuuiean. That makes the nine. 

Senator Porrer. These do or do not receive subsidy? 

Mr. Mutuican. They do not, sir. 

Senator HoLuanp. Some of those have only recently come into that 
classification; have they not? 

Mr. Roru. Of the nine trucklines, I believe the latest one to cet of 
subsidy was Northwest, as of January 1, 1952, to the best of my recol. 
lection. So that it is some three and a half years during which 4 
least these nine carriers have been entirely off subsidy for their domes. 
tic trunkline operations. 

Now, there are some additional operations outside the continent! 
United States, the so-called stub ends of the domestic trunklines 
National from Florida to Havana is off subsidy; American’s operations 
to Mexico; Eastern to Puerto Rico; United to Honolulu. 

In addition, Trans-World Airlines’ international operations are 1 
longer on subsidy. 

Senator Hotuanp. What about the Northwest operation to th 
Orient? 

Mr. Rorn. It is our current best judgment, as reflected in the 1956 
budget estimate, that Northwest Airlines will not require subsidy for 


any of its operations outside the United States. 


SURFACE MAIL BY AIR 


Senator Hotianp. Is the Post Office Department still shipping firs'- 
class surface mail by the air carriers, not paid for as airmail? 

Mr. Rorn. Yes, sir, that experiment is going on at the present time, 

Senator HoLtuanp. Does that experiment affect this subsidy picture 
in any way by affording other revenue that would not be otherwis 
earned by the carriers? 

Mr. Rorn. Yes, sir, in conjunction with the local-service airlines 
only, and to the extent that the local-service airlines carry the so- 
called surface mail. The amount of revenue received by the carriers 
is automatically deducted from the carrier’s subsidy claim ea¢ 
month. The trunkline carriers that are participating in the surfac 
mail experiment are entirely off subsidy and accordingly it has no 
present effect on the trunks. 

Senator Houuanp. In order that the actual facts may be reflected 
into the record, I ask that you file for the record a statement showing 
the actual reductions of airmail subsidy that would have otherwise been 
paid that have been accomplished by this experiment. 

Mr. Ror. Yes, sir. 

(The statement referred to follows:) 


EFFECT OF SuRFACE Matt EXPERIMENT ON AIRMAIL SUBSIDY 


Of the air carriers certificated by the Board for the carriage of mail as of Jun 


1, 1955, 9 domestic trunklines and 13 local-service carriers were transporting 
so-called surface mail—i. e., mail bearing other than airmail postage 





rans. 
“¢ yup, 


ito that 


get of 
V recol- 
hich at 
domes. 


inental 
iklines 
Tat 10ns 


are nif 


ig first- 


it time, 
picture 
Lerwise 


airlines 
the so- 
‘Arriers 
1 eac! 
surfact 
has no 


flected 
howe 
se been 


COMMERCE AND RELATED AGENCIES, 1956 299 


With the exception of Continental, whose local-service route recently ac quire od 
rom Pioneer is utilized for surface mail, none of the domestic trunkline carriers 
volved in the surface-mail experiment currently receive subsidy. Accordingly, 
vith that one exception, the amount of surface mail carried by the domestic 

synkline carriers, has no be aring on subsidy requirements. 

4s regards the 13 local-service carriers and the local service route of Continental, 
‘he table below sets forth the amount of surface mail reported for the most recent 
warterly period, the 3 months ended March 31, 1955. 


Surface mail, quarter ended Mar. 31, 1966 

Carrier Ton-miles 
\llegheny - - - b eratedintots . 1,225 
Bons iets oes ra 2, O86 
Central___- : . , 187 
Frontier__—-- - - .. 25, 632 
lake Central . 280 
\ohaw k _ 1, 007 
Yorth Central___- 5, 952 
Ons ark sees 535 
Piedmont !_ __ 
Pionee r (now Centinental) - 3, 534 
Southern , 033 
Southwest_ —.- - , 655 
Trans-Texas _ — , 614 
West Coast _-___- 2 a ‘ 362 


Service commenced June 1, 1955. Prior service utilized only during Christmas period 


Based upon the foregoing experienced loads, the fact that the services of 
Piedmont were not utilized on a broad seale until June 1, 1955, and the fact that 
the quarterly results do not include the peak holiday season, it is estimated that 
approximately 400,000 ton-miles of surface mail will be moved over local-service 
routes during the fiscal year 1956. This of course assumes continuation of the 
aperiment during the entire fiscal year. The final service-mail rate for these 
shipments of mail is 30 cents per mail ton-mile. Accordingly, it is currently 
xtimated that the revenues accruing to the local-service carriers (including the 
lcal-service route of Continental acquired from Pioneer) would approximate 
$120,000 for the fiscal year 1956. 

For the fiscal year 1955, based on 9 months experience and an estimate for the 
st quarter, surface-mail revenues would amount to $108,000. 

During the fiscal year 1954 (the surface mail-by-air experiement was com- 
menced in December 1953), the carriage of surface mail provided revenues of 
31,125 for the local-service carriers. 

All of these revenues are utilized in reduction of the subsidy requirements of 

carriers referred to above. Thus, the surface-mail experiment is estimated 
tohave reduced subsidy in 1954 by $31,125; in 1955 by $108,000; and, assuming 
ontinuance of the experiment for at least the entire fiscal year, in 1956 by 
$120,000, or a total for the period of $259,125 


BENEFITS OF PROGRAM TO POST OFFICE 


Senator HoLLanp. Now, to come back to the Post Office Depart- 
nent situation: Though this program has been helpful in reducing 
ubsidies, has this transportation of surface first-class mail by air 
ty the Post Office Department been profitable for them, or do you 
how? 

_Mr. Mutuican. The question was, has it been profitable for the 
tost Office? 

Mr. Rota. From what I read in trade papers, it has been profitable 


0 the Post Office Department. 


Mr. Riztey. Will you say that again? 
Mr. Roru. From what I read in the trade papers, the surface-mail 


«periment has been a profitable experiment to the Post Office 


Department in that they are performing expedited mail service to the 
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public at no extra postage charge to the public and at no erea| 
cost to the Department. 


COST TO POST OFFICE DEPARTMENT 


Senator Houianp. I want the staff to request the Post Offices 
Department to supply for the record a statement on that. 

In other words, then, it certainly is interesting and helpful to know 
that this experiment has saved the Government money so far as 
payment of subsidies that would otherwise be required is concerned, 
We want to be very sure that we have the facts of the other side oj 
the picture as well. 

(The information referred to follows: ) 

JUNE 6, 1955 


Mr. Ropert Ik. O'Hara, 
Senate Appropriations Committee. 

Drar Mr. O'Hara: In our conversation late Friday you requested that 
be given a simple statement on the cost phase of transporting regular first-class 
mail by air. 

I would refer you to the Postmaster General’s testimony, before the subcom. 
mittee of the Committee on Appropriations, House hearing of the 84th Congress 
(Ist sess.), on transportation by air of regular first-class mail (pp. 50, 51, 52), 4 
the source for the remarks which you want to place into the record on this subject 

I can unqualifiedly make this statement, which can be stated into the record if 
vou desire to do so, that the airlift cost of tr: sporting regular first-class mail 
air, under the Department’s conducted experiment, is at no greater expense than 
what the cost would be if these mails were handled by surface transportatior 

Sincerely yours, 
Emin J. STEPPER, 
Control Officer 

Senator Porrmr. If that is the case, with improved service, that 
would be fine. 

Senator HoLuanp. If it is not costing the Post Office anything and 
is helping the Government here with the greatly accelerated service, 
the program would have certainly shown great value, it seems to me, 
and I think the carriers and the Post Office Department, and the 
CAB, as well, wonla be interested in establishing the facts as to how 
the experiment is working out. 


DATE LIMIT ON EXPERIMENT 


Mr. Riztey. Of course, you know, Senator, the date limit for the 
experiment as regards the trunklines is Septe mber of this vear unless 
extended. For the local-service carriers the experiment runs to 
January 1956. 

Senator HotLtanp. That is the reason why I wanted this in the 
record because otherwise if the project is proven unprofitable, it 
might easily be reflected into this question of supplying funds for the 
operation of the CAB in this coming year. 

Senator Porrer. Was that experiment established by congressional 
action? 

Mr. Rizitry. No, it was established by quasi-judicial action. 

Senator Porrer. It was an administrative experiment? 

Mr. Mutuican. The experiment, Senator, was initiated by the 
Post Office Department. It required certain action of the Board to 
put it in effect. 
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Mr. Roru. Specifically, the Board set reduced rates applicable to 
the special class of mail that did not bear airmail postage. Without 
that reduced rate, the Post Office Department could not have under- 
taken the experiment. 

Senator Porrer. The reason I asked is that you said that the 
experiment will be concluded this September, and I was wondering 
what would happen next. Would congressional action be required 
for extension, or would action by the Board be required? 

Mr. Riztey. Action by the Board would be required if it is extended 
bevond September. 


FULL FACTS ON POST OFFICE EXPERIMENT 


Senator HoLLanp. My feeling is that if this experiment has proven 
helpful and profitable, all concerned—and especially the Post Office 
Department—are entitled to credit, and if it has not proved profitable, 
t least we will know that thev have tried. But this committee will 
then want to know how a possible discontinuance in September will 
be reflected by way of need for additional appropriations if that is the 
Cuse. 

Mr. Riztey. That is right, Mr. Chairman. 

Senator HoLuanp. Because we have understood that the country 
has been saved from making some airmail payment subsidies by 
reason of this operation and that the amount of that saving will be 
reflected in this record when the statement has been filed, which I 
have requested, 

So we want to see the picture as completely as we can and of course, 
we want full credit to go, wherever it may be due, for any advance- 
ment in the publie service and economic interest that is indicated. 

Mr. Rizney. Of course, you are familiar with the fact, Senator, 
that the railroads are contesting the right of the Post Office Depart- 
ment to carry so-called surface mail by air. 

Senator HoLtanp. I understand that. 


INDICATION BY COURTS 

Mr. Riztey. And the courts have indicated that as an experiment 
they can but if it is going to be a permanent affair, they have indicated 
that they thought it would require legislation. 

Senator Porrer. That is the point I was hoping to bring out. 

Senator HoLLaANb. The only thing I have in mind was to get the 
full faets in the record and they may be used in various directions. 
They may be reflected into the need for appropriations. ‘They may 
indicate a need for legislation. They may indicate a failure of the 
project, which I hope will not be the case, and I believe from your 
statement will not be the case. But, at any rate, it will give in one 
place a picture of what is happening. 

Mr. Rizutey. That is right. 

Senator Hottanp. Under date of December 17, 1954, the former 
Chairman of the Board, Senator Gurney, wrote to Senator Bridges, 
a member of this subcommittee, and, of course, of the full committee, 
in some detail about the local service experiment. I want to read 
part of his letter and then ask if the present Chairman wishes to 
make any comment or whether his view is in accord with that expressed 
by Senator Gurney at that time. 
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Do you have a copy? 

Mr. Rizury. I have never seen the letter. 

Senator HoLuanp. It is a letter of December 17, 1954, from the 
then Chairman to Senator Bridges. I will read it, and I think it will be 
rather easy to follow. This is the concluding two paragraphs: 


LOCAL SERVICE CARRIERS 


The local service experiment was begun 9 years ago with the certification of 
1 carrier, authorized to serve a route of less than 700 miles. That carrier com- 
menced its operations on August 1, 1945, with Lockheed 10—A aircraft of 9- o; 
10-seat capacity. During the intervening years a sizable number of additiona| 
local airlines have been certificated. Of these, three failed to dev elop in ar 
economically progressive manner, and renewal certifications were denied. Today, 
as you know, 14 separate carriers are providing local services in different areas 
throughout the country. They are authorized to serve about 32,000 miles of route 
The aircraft they operate are principally DC-3s of 21- or 24-seat capacity, and, 
on certain high-density services on the west coast, the local carrier in that area 
operates, in addition to DC-—38s, aircraft averaging at least 36 seats in capacity 
As to traffic volume during 1946, the first full calendar year of operation of local 
air services, a total of 25,000 passengers were carried; during the most recent 
12-month period, ended June 30, 1954, the total number of passengers carried by 
the local service carriers amounted to 2,200,000. 


I interpolate to say that up to that time the recital is purely factual 

Now, the expression of the then chairman’s belief in this field: 

It is the Board’s hope that, as the Board and the local service carriers, working 
together, amend and strengthen the local-service route pattern of the country, 
the carriers will be able to make steady progress toward providing & service so 
responsive to the needs of the community as to require a minimum of Government 
financial support. 

That was expressed as a hope and objective of the Board as of that 
time, December 17, 1954. 

Has there been any change in the situation? 


PERMANENT CERTIFICATION 


Mr. Rizitey. The only change in the situation in connection with it, 
of course, is the fact that since that time, Congress has passed the 
permanent certification*bill for these 14 carriers mentioned. 

I share the same hope that Senator Gurney expressed in the letter. 

Senator Hotianp. There has been no change in the policy of the 
Board in this field except as accomplished by the passage of the 
legislation. 

“Mr. Rizury. That is correct, and while I was not there when the 
recommendations were made by the then Board in connection with 
the legislation Congress passed, personally I think the legislation will 
be helpful in accomplishing the very thing that Senator Gurney talks 
about. 

I am largely speaking personally on this, but I think the majority of 
the Board shares that view. 

Senator HoLianp. Senator Potter, do you have any questions on 
that matter? 

It seems to me that that is very important. 
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Senator Porrrr. I do not have any questions on that particular 
matter. ; ; ; 

| would like to ask this question, and possibly it was covered before 
| arrived at the committee meeting this morning. 


JURISDICTION OVER MILITARY MAIL 


What jurisdiction do you have over Defense Department mail? De 
you have any? 

Mr. Riztey. Well, I think I could answer that but I believe I will 
submit it to Mr. W anner. 

Mr. Wanner. Defense Department mail, you say? 

Senator Porrrr. Yes. 

Mr. WANNER. You are talking about the mail recently transferred 
from carriage by MATS to carriage by Northwest and Pan American, 
and so forth? 

Senator Porrmr. That is right. 

Mr. Rizuey. I think what he has in mind is whether we can tell the 
Defense Department who is to carry that mail. 

Senator Porrer. That is what I wanted. 

Mr. Wanner. I do not believe so. In other words, they could 
resume the former arrangement if they so desired, as I understand it. 

Senator Porrsr. I have another question. Why does it cost more 
for the domestic mail to go to Alaska, for example, than for the mail 
that goes to Japan? I mean, the domestic carriage, for example, 
probably from Seattle, of military mail that le aves Washington for 
Seattle on a domestic carrier. 

My facts may not be correct, but it is my understanding that it 
costs more for the mail to go to Alaska, for the domestic leg of that 
journey, than for the mail that goes to Japan. 

Mr. Rizuey. I do not know. 

Senator Porrer. Are my facts right? 

Mr. Roru. No, sir; my understanding is that the payment by the 
Postmaster General to the domestic trunkline that carries the mail 
from the eastern United States to Seattle for embarkation at Seattle 
for either Alaska or Tokyo will be the established domestic rate 
regardless of where the mail is destined beyond Seattle. 

Senator Porrer. Then my information was in error. 

Senator HoLuanp. Do you have further questions? 

Senator Porrer. No. 

(Discussion off the record.) 

Senator HoLLanp. Do you have further questions, Senator Potter? 

Senator Porrrr. I have no questions. 

Senator HoLianp. The subcommittee will stand in recess until 2 
o'clock. 

(Whereupon, at 11:55 a. m., the hearing was recessed until 2 p. m., 
this same day.) 
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STATEMENTS OF J. S. SEYBOLD, GOVERNOR OF THE CANAL ZONE. 
PRESIDENT, PANAMA CANAL COMPANY; W. M. WHITMAN. 
ASSISTANT TO THE GOVERNOR OF THE CANAL ZONE, SECRR. 
TARY, PANAMA CANAL COMPANY; PHILIP L. STEERS, DEPUTy 
COMPTROLLER, PANAMA CANAL COMPANY; L. B. MAGNUSON. 
BUDGET ANALYST 


OPERATING EXPENSES 


Senator HoLLanp. We will proceed with the Panama Canal items 
as contained in title II. 

There are three appropriation items in the House bill for the Panama 
Canal. Two of these are under the heading “Canal Zone Govern- 
ment.”’ The first of these is “Operating expenses,” for which the 
House allowed $15,500,000. The House allowance is $482,000 more 
than the 1955 appropriation, but $517,000 less than the estimate. 

I have a letter from the Governor of the Canal Zone, who is also the 
President of the Panama Canal Company, which asks the Senate for 
amendments to all three of the items under this title of the House bill. 

For this first item, “Operating expenses,” the amendment requested 
would restore $300,000 of the House cut of $517,000. 


AMENDMENT AND JUSTIFICATION 


The letter from the Governor, the requested amendment in th 
“Operating expenses” appropriation, and the summary statement and 
tables on pages 62 through 65 of the justifications will be inserted in 
the record at this point. 

(The documents referred to follow:) 


CANAL ZONE GOVERNMENT, 
OFFICE OF THE GOVERNOR, 
Balboa Heights, C. Z7., May 23, 1955, 
Hon. Spessarp L. HoLuanp, 
Chairman, Subcommittee on Department of Commerce and 
Related Agencies, Committee on Appropriations, 
United States Senate. 

Dear SENATOR HOLuaANpb: H. R. 6367, the Department of Commerce and 
related agencies appropriation bill, 1956, as reported in the House, would appro- 
priate $14,500,000 for operating expenses and $1,800,000 for capital outlay of the 
Canal Zone Government, including the purchase of not to exceed 6 passenger 
motor vehicles. The bill also places a limitation of $3,589,000 on funds of the 
Panama Canal Company available for general and administrative expenses of 
the Company and authorizes the purchase of not to exceed 10 passenger motor 
vehicles by the Company. 

The Canal Zone Government requests restoration of $300,000 of the $517,000 
by which the House reduced the appropriation for operating expenses of th 
Canal Zone Government. Recalculation of the cost of home leave travel of 
Canal Zone Government emplovees, as authorized by Public Law 737 of the 83d 
Congress, indicates that the costs of such travel may be about $200,000 less tha 
the amount included for that item in the estimates. This recalculation is based 
on experience since the preparation of the estimates. It is believed that after 
reduction of the estimates by $217,000 the Canal Zone Government’s program 
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will be reduced to the minimum compatible with essential requirements. The 
House report does not indicate where it was considered that the cut in the 
appropriation could be absorbed. 

The 8 passenger-carrying vehicles included in the estimates for replacement in 
1956 include 6 cars used by policemen in radio patrol and by police and fire chiefs 
in the performance of their duties and 2 ambulances for emergency service. The 
vehicles to be purchased are for replacement of worn-out equipment. 

The estimates requested a limitation on general and administrative expenses 
of the Panama Canal Company in the amount of $3,850,000, representing an 
increase Of $261,000 over the amount of the limitation in the 1955 appropriation 
act. This increase was largely attributable to the cost of home leave travel under 
Publie Law 737 of the 83d Congress and an increase in the estimate for employ- 
ment of consultants. H. R. 6367 as reported in the House reduces the limitation 
to $3,589,000, the amount allowed last vear. 

After review of the budget program, in the light of experience sines submission 
f the estimates, the Company requests restoration of $160,000 of the amount 
by which the limitation was reduced in order to pay the cost of home leave travel 
not ineluded in the limitation last year. The total amount of the limitation now 
recommended is $3,749,000. 

The bill as passed by the House reduces the permissible number of replacements 
of passenger vehicles from 15 to 10 and fails to include authorization for aequisi- 
ion of 138 additional vehicles for use in substitution for passenger service now 
provided by the Panama Railroad. 

The 15 vehicles are requested as replacements for a like number now in service 
in a total fleet of 80 used for transportation of personnel of the Panama Canal 
Company and Canal Zone Government in the Canal Zone and for transportation 
of children to and from school. The vehicles to be replaced fully meet General 
Services Administration replacement standards, and their continued operation is 
uneconomical. 

The budget program of the Panama Canal Company incorporates a plan to 
replace the passenger and freight transportation now furnished by the Panama 
railroad with trucks and buses to be purchased by the Company. The report of 
the Senate committee on the 1955 appropriation act withheld approval of the 
expenditure of $530,000 for the purchase of 50 boxecars for the Panama Railroad 
and directed that consideration be given to the feasibility of replacing the rail- 
road with a highway totally within the Canal Zone, utilizing the existing road- 
bed where practicable for the highway. The report indicated that the study to 
be made should inelude an estimate of the cost of the new facilities requested for 
this alternate means of transportation, together with a comparison of the cost of 
peration and maintenance of the railroad and the highway (S. Rept. 13738, 83d 
Cong., p. 25). 

The study requested by the committee was made and a report was transmitted 
to the chairman of the full committee by letter dated March 3, 1955. The study 
and report indicate that the continued operation of the railroad is uneconomical 
and that the use of trucks and buses in lieu of the railroad would result in greater 
efficiency at less cost. The 1956 budget estimates for the Canal Zone Govern- 
ment inelude $90,000 for further studies and preparation of plans and specifica- 
tions for the highway to be constructed entirely within the Canal Zone. 

On the basis of the findings set out in the report to the committee the Board of 
Directors of the Panama Canal Company concluded that the operation of the 
Panama Railroad should be discontinued as unnecessary and uneconomical and 
that the isthmian transportation needs of the Company and the Government 
should be supplied by motor vehicles utilizing the present transisthmian highway 
until a new transisthmian highway within the Canal Zone is built. The 1956 
capital program for the Panama Canal Company submitted to the committee 
includes $650,000 for expenditure for new automotive equipment and related 
garage facilities to handle these official freight and passenger requirements of the 
2 agencies. 

The omission from the bill of authorization for the purchase of 13 additional 
passenger-carrying vehicles will make impossible the substitution of bus opera- 
tions for passenger operations of the Panama Railroad. In its report the House 
committee stated: 

“A majority of the committee believes that the abandonment of the railroad 
should be looked into by the appropriate legislative committee of the House of 
Representatives before any further action is taken on this matter’’ (House report, 
p. 10). 

The plan of the Company to discontinue operation of the railroad and sub- 
stitute truck and bus operations was discussed fully before the Committee on 
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Merchant Marine and Fisheries of the House of Representatives at a hearing 
held on March 29, 30, and 31, 1955. The action taken is pursuant to the indica. 
tion given in the report of this committee last year that the company should 
consider the matter and adopt the most economical and efficient solution. That 
solution has been found to be the discontinuance of operation of the railroad and 
the use of trucks and buses in lieu thereof. Provision of authority for the Com- 
pany to purchase 13 additional passenger-carrying vehicles is, therefore, requested 
for this purpose. 

A comparative analysis of the amendments to H. R. 6367 as requested in this 
letter is being separately submitted to the staff of the committee. 


Sincerely, 
W. M. WaHiTman, 
Assistant to the Governor, 
Secretary, Panama Canal Company 


THE PANAMA CANAL 
ZONE GOVERNMENT, OPERATING EXPENSES 
(House hearings, pp. 809-829) 
(P. 24, line 12, of H. R. 6367, as reported 


1955 appropriation S1 

1956 budget estimate ‘ 15, 017, 000 
1956 House allowance 14, 500, 000 
Increase (+) or decrease 1956 estimate over 1955 appropriation + 999, 000 
Increase ) or decrease ) Hlouse allowance from 1956 estimate 517, 000 
Restoration requested 300, 000 


$, O18, 000 


AMENDMENT REQUESTED 


On page 24, line 12, strike out “$14,500,000” and insert “$14,800,000” 


HOUSE REPORT 
(Pp. 9-10) 


“Operating expenses.—The sum of $14,500,000 is reeommended for 1956, an 
increase of $482,000 over funds available for 1955 and a decrease of $517,000 in 
the 1956 budget estimate. A portion of the additional funds are provided to 
cover ae benefits authorized by Public Law 763, the so-called Fringe 
Benefits Act adopted at i last session of Congress. The balance of the increase 
is rasa ts ‘d to enable the Canal Zone Government to meet its increased require 
ments for maintenance, education, and hospital services. 

“The committee was advised that a change was made recently in the furnishing 
of kindergarten instruction to children of United States citizens in the Canal 
Zone, The committee recommends that free public kindergartens be reinstated 
as soon as possible.”’ 

JUSTIFICATION 


The Canal Zone Government requests restoration of $300,000 of the unclassified 
reduction of $517,000 which the House committee made in the appropriation for 
operating expenses of the Canal Zone Government. Recalculation of the cost of 
home leave travel based on experience since the preparation of the 1956 estimates 
indicates that the costs of such travel may be about $200,000 less than the amount 
included for that iter in the estimates. The House report does not indicate 
where it was considered that the cut in the appropriation could be absorbed, and 
after careful review we believe that with the reduction of $217,000 the Canal Zone 
Government’s program will be reduced to the minimum compatible with essential 
re juirements 

SUMMARY STATEMENT 


INTRODUCTION 


Effective July 1, 1951, under the provisions of the Panama Canal Company) 
Act, the Company took over the maintenance and operation of the canal and its 
supporting services. The civil government functions in the Canal Zone are 
administered by a separate agency of the United States known as the Canal 
Zone Government. The Company and the Canal Zone Government are com- 
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pletely integrated in their administration, and the Governor of the Canal Zone 
js also president of the Company and a member of its board of Directors. The 
Company is required by law to reimburse annually the United States Treasury 
with the net cost of operations of the Canal Zone Government as well as interest 
on the Government’s net direct investment in the Company and the annuity paid 
to the Republie of Panama. 

No appropriation is requested to finance the operations or the capital program 
of the Company in fiscal year 1956. A capital refundment of $10 million to the 
Treasury included in the 1955 financial program has been made. 

For Canal Zone Government for 1956 an amount of $15,017,000 is requested 
for operating expenses and $1,881,000 for capital outlay. These appropriations 
represent an advance of funds from the Treasury as the entire amount will be 
repaid to the Treasury through recoveries from individuals and agencies served 
and the annual payment by the Panama Canal Company of the remaining net 
cost of operations of Canal Zone Government. 


PANAMA CANAL COMPANY 
Operating budget 

Tolls for commercial vessels in 1954, which constitute the bulk of canal traffic, 
increased 4 percent over the preceding year but credits from Government vessels 
declined by 30 percent. The decline in Government traffic is attributable to the 
falling off of the abnormally large volume of such traffic through the canal that had 
resulted from the war in Korea. Government traffic is expected to get down to 
its normal level in 1955. Economie studies of principal commodities moving 
through the canal indicate some decline in volume of commercial traffic in 1955 
and a further decline in 1956, which have been reflected in the budget estimates 
for those years. The studies also indicate that it may be several years before 
the long-term normal rate of growth in canal traffic is resumed. 

Losses of $0.2 million and $2.9 million are accordingly projected for 1955 and 
1956, respectively. The unfavorable current showing is due primarily to the 
drop in number of Government transits, increases in wage and interest rates, 
and to employee benefits recently authorized by law. The net income of the years 
since 1951 provides some means for absorbing these losses. The maintenance of 
present tolls rates will depend upon the extent to which the conditions projected 
may continue or change. (Since the estimates of tolls and toll credits were 
developed for the President’s budget, it is now indicated that there will be a 
greater drop in credits from Government vessels while tolls from commercial 
vessels will be higher than originally estimated.) 


Capital program 

Capital expenditures in the fiscal year 1956 are estimated at $9.2 million, of 
which $1 million will be for continuation of the widening of a portion of Gaillard 
Cut from 300 feet to 500 feet; continued deepening of Cristobal Harbor, $375,000; 
beginning conversion of locks electrical equipment distribution system from 25 to 
60 cycle, $421,500, beginning replacement of 37 locks towing locomotives, $100,000; 
continued conversion of the power system to 60-cycle current, $4,200,000; new 
automotive equipment and sheds, $650,000; completion of a 30-inch water main, 
$813,000. A complete listing of the capital items is shown under schedule A-1 
of the committee’s print of the budget document and justifications for the principal 
projects appear under tab 2—b ‘Selected capital projects” in this booklet. 


CANAL ZONE GOVERNMEN?P 
Purpose 
This appropriation provides for those functions in the Canal Zone which, in 
the United States, would be performed by State and local government and 
civilian departments of the Federal Government, and for the operation of public 
hospitals and clinics. 


Changes in operations 


Pursuant to section 106 of the Civil Functions Appropriation Act, 1955, the 
Canal Zone Government has assumed responsibility for operation of all hospitals 
in the Canal Zone. The patient load of the Army hospital at Fort Clayton has 
been transferred to Gorgas Hospital and the former facility was discontinued as a 
general hospital. The Navy hospital on the Atlantic side of the Canal Zone was, 
in aceordance with section 105 of the above-cited act, transferred to this agency 
as of September 1, 1954, and the entire hospital load on that side of the Canal 
Zone is consolidated into this one facility. The functions of immigration visas, 
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vital statistics, and the immediate office of the executive secretary will be tra 
ferred from the Panama Canal Company organization to the Canal Zone Gover 
ment, effective in fiscal vear 1956, to more properly reflect responsibilities of 
governmental nature. 

The financial effect of changes due to legislation, transfers and other causes a) 
set forth in this booklet under tab 3-a “Operating expenses, Canal Zone Gover 
ment. 


Capital outlay 

A comparative listing of projects for 1955 and 1956 is given in table B her 
under tab 3-b, “Capital outlay’”’ together with individual justifications for ea 
of projects for 1956. 


TABLE 1.—Comparative listing of operating activities (showing accrued costs of ea 
and grand total obligations) 


Estimate, 1955 | Est 


1, Civil functions 
(a) Customs and immigration $432, 700 
Postal service 1, 120, 600 
Police protection 1, 586, 500 
Fire protection 577, 900 
Judicial system , 000 
Education % , 600 
Publie areas and facilitic , 219, 500 
Library 78, 700 
Internal security 115, 200 
Other civil affairs 206, 200 
ind sanitation 
Hospitals and clinies , 915, 600 
(6) Other publie health services 720, 600 
3. General Government expenses 
1) Office of the Governor 29, SOO 
4) Other general Government expenses 714, 700 


Total operating costs , 697, 600 
Less: Depreciation included in operating costs (nonfund items) — 99, 600 


Total obligations for operating expenses (appropriation or estimate 3, 788, 000 


Operating ecpenses, Canal Zone Government—Tabhulation showing 1955 approp 
tion. variations in 1956. and appropriation re quest for fiscal year 1956 


1955 appropriation for operating expenses, Canal Zone Govern- 
ment = . ; 
Estimated variations for 1956 (to establish 1956 
appropriation requirements) : 
1. Increases resulting from legislation: 
Home leave travel act: 
Total cost of home leave travel _ — $676, 600 
Less 1955 provision for ageney’s 
participation in cost of em- 
plovee travel on Panama 
Line__. 300 


$13, 788, 000 


Net additional cost of 
home leave travel 575, 300 

Fringe-benefits act (increased over- 

time compensation; premium pay 

for standby and unscheduled time; 

uniform allowance; recruitment 
above minimum rate in grade) ___- 58, 000 

2. Activities transferred from the Panama 

Canal Company: 

Executive Secretary’s Office --- -- 22, 100 
Immigration visa work. __- 000 
Vital statistics work________ ; 100 
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Operating expenses, Canal Zone Government—Tabulation showing 1955 appropria- 
tion, variations tn 1956, and appropriation request for fiscal year 1956—Con. 


Estimated variations for 1956, ete. —Continued 
3. General Government expense: Reestimate of assessment 
of Panama Canal Company’s general corporate expenses 
chargeable to Canal Zone Government 
{. Increased maintenance requirements: 
Governor's residence ; $3, 200 
Postal service: extraordinary main- 
tenance, Anecon and Balboa Post 
Offices ae 2 000 
Care of grounds: new townsites_ __ 5, 400 
toads, streets, and sewers: non- 
recurring repairs, corrections, and 
extraordinary maintenance 59, 100 
Gorgas Hospital: painting, repairing, 
and rehabilitating various wards 
and buildings 8, 200 
Coco Solo Hospital: maintenance and 
repair : 9, 000 
Corozal Hospital: painting, interiors 
and exteriors, various buildings >, 000 
Colon Health Office, refinish floors, 
paint interior 3, 500 
Minor increases in other activities 3, 900 
Less decreased maintenance, 1955 
items not required in 1956 a , 200 


5. Inereased education requirements: 

Additional teachers, United States 

schools : 
Application of Washington, D. C., 

pay schedules to principals, super- 

visors, and _ physical education 

teachers 500 
Restore school physician service 000 
Replace untrained kindergarten teach- 

ers with trained teachers , 000 
Reinstatement of elementary physical 

education program 35, 000 
Less reduced requirements, Latin- 

American schools ; 5, 800 


}. Increased hospital requirements (other 
than maintenance): 

Increase for full year consolidated 
operations begun in 1955 (increased 

patient load) , 000 
Replacement. of military doctors 

with civilians i 000 
Less completion in 1955 of initial 
recruiting in connection with con- 

solidation of hospitals - _ - i 700 


Reduced operating requirements, various actibities 


Appropriation requested for fiscal year 1956 


$190, 000 


119, 600 


121, 900 


66, 300 
— 44, 300 


15, 017, 000 
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PaBLE 2.—Summary of costs and recoveries—Producing—Net cost of Canal Zone 
Government payable by Panama Canal Company 


Estime em 


j 
| E mat e, 
1955 b 5 


Actual, 1954 | 


Total operating costs he ec $13, 967,156 | $14, 697, 600 $15, 946, 50 
Recoveries (revenue) __- : ; : 3, 601, 077 | 5, 236, 500 5, 500, 10 


Net cost of Canal Zone Government payable to 
lreasury by Panama Canal Company-. 10, 366, 079 9, 461, 100 10, 446, 404 


GENERAL STATEMENT 


Senator Hottanp. Governor Seybold is here to tell us about that 

Governor, do you have a general statement to place in the record 
at this point? 

Governor SEYBOLD. Yes. 

Senator Hottanp. Will you highlight it, or would you prefer to 
read your whole statement? 

Governor Sryspoup. Mr. Chairman, if you do not mind, I would 
like to read this statement, as it is prepared. It is not too long. 

Senator HoLLaNp. It seems to me it is a long statement, Governor, 
Proceed. 

Governor Srysoup. As Governor of the Canal Zone and _ president 
of the Panama Canal Company, it is a pleasure to appear before your 
committee in support of the 1956 budget estimates for those agencies, 
As a wholly owned Government corporation, the Panama Canal Com- 
pany presents its budget program for review under the Government 
Corporation Control Act but that program will be financed entirely 
out of earnings and no appropriation is sought by the company. The 
Canal Zone Government receives an annual appropriation for oper- 
ating expenses and capital outlay, but the entire amount of the appro- 
priation is reimbursed to the Treasury out of revenues of the Canal 
Zone Government and Panama Canal Company. 


CANAL TRAFFIC 


Fiscal year 1955, now drawing to a close, is the fourth year of 
operation of the Canal enterprises under the reorganization effected 
by Public Law 841 of the 8ist Congress; it is also ‘the third full year 
of my administration as Governor of the Canal Zone and President 
of the Panama Canal Company. During these years traffic through 
the Canal and tolls for the use of the canal have been the highest 
recorded in Canal history: 9,128 ships of all classes made the canal 
transit in fiscal year 1952; 10,170 in 1953; and 10,145 in 1954. ‘Tolls 
revenues and credits amounted to $30.4 million in 1952, $37.5 million 
in 1953, and $37.2 million in 1954. In the first 10 months of 1955 
there have been 8,043 transits and tolls collections and credits of 
$29,021,621. During this 10-month period commercial traffic through 
the canal has continued to increase, the slight overall reduction in 
— and tolls being attributable entirely to a diminished use of the 

‘anal during this year by United States Government vessels. 
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REDUCTION IN PERSONNEL 


In the face of this greatly expanded workload, _ reduction in the 
number of employees to which I referred last year has continued. 
During the period since the reorganization, the nighevnia nt rolls of 
the Panama Canal Company and “Canal Zone Government have been 
reduced by 24 percent—from 19,300 employees in 1951 to 14,576 as of 
March 31, 1955. This decrease has resulted from the continuing pro- 
mam to effect economies and improve efficiency wherever possible. 
This program has involved internal reor ganization to consolidate 
activities with related functions, the discontinuance of unprofitable 
activities that have been found to be nonessential to efficient opera- 
tion, contracting for services in construction and maintenance pro- 
crams instead of performing such work through the use of the regular 
force of employees of the agencies, and the assumption by the Republic 
of Panama of certain functions that are properly its responsibility. 


PAYMENTS TO TREASURY 


During the last 3 fiscal years, the company, in addition to recover- 
ing all other operating costs including administrative and other 
seneral expenses, has paid into the United States Treasury a total of 
$56.5 million in fixed charges representing an interest recovery on the 
Federal Government’s investment in the amount of $24 million; the 
net cost of the Canal Zone Government, $31.3 million; and the annuity 
paid to Panama in the amount of $1.3 million. 

In addition, the Company paid into the Treasury in November 
1954 a refundment of capital in the amount of $10 million as provided 
in our 1955 financial program. 

The above figures are for the first 3 completed fiscal years of the 
reorganized enterprise. In fiscal year 1955 an additional $9 million 
in interest, $9.5 million for Canal Zone government costs, and the 
$430,000 annuity to Panama will be paid into the Treasury. For 
fiscal year 1956 the budget program now before your committee esti- 
mates further payments in the amount of $8.9 million in interest, 
$10.5 million for net cost of Canal Zone government, and $430,000 
for the annuity to Panama. 


FINANCIAL RESULTS 


Operation of the canal enterprise since the reorganization has re- 
sulted in a net income after payment of all costs of operation of $3 
million for fiscal year 1952, $5.9 million for 1953, and $4.2 million for 
1954. The increased traffic through the canal and reduction in the 
number of employees have so far served to offset the effect of increases 
inemployment costs, prices, and interest rates that have taken place 
concurrently. Those factors, however, coupled with the sharp de- 
cline in Government traffic led us to project in the budget a net loss 
of $240,000 in 1955 and $2.9 million in 1956. In the time interven- 
ing since the development of the budget estimates, increased commer- 
cial traffic has served to offset partially the decline in the number of 
covernmaent ships using the canal, and it is now estimated that the 
Company will produce a modest net in 1955. The net retained in- 
come from the 3 completed years since the reorganization will make 
it possible to absorb the loss now anticipated in 1956, and no appro- 
priation is sought for that year. 


LINIVERSITY 6 
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CONTRIBUTION OF BOARD OF DIRECTORS 


No small part of the suecess of the Company since the 1951 re- 
organization is due to the Board of Directors, who have taken timp 
from the management of their own affairs in various fields of Govern. 
ment and business to provide sound management of the company at 
the policy level. The Board includes me mbers who have achic ‘ved 
very substantial suecess in private business and governmental 
management, and they have given an extraordinary amount of time 
and energy, at no little personal sacrifice, to the direction of the affairs 
of the Company. I believe that the fiscal record of the Company 
since the reorganization amply supports my appraisal of thei 
contribution. 

Senator Hottanp. How many directors are there? 

Governor SryBoup. Thirteen, sir. 


LIST OF DIRECTORS 


Senator HoLtuanp. I think it would be well for us to insert a 
of directors at this time. 

Will you insert that, Mr. Clerk? 

(The information referred to follows: ) 


PANAMA CANAL CoMPANY BoarpD OF DIRECTORS 


George Holmes Roderick, Assistant Secretary of the Army 

T. Coleman Andrews, Commissioner of Internal Revenue 

John Hepburn Blaffer 

Robert P. Burroughs 

talph Harlan Cake 

Glen Edgar Edgerton, Managing Director, Export-Import Bank 

lr. H. Maenner 

John W. Martyn, Administrative Assistant, Department of the Army 
Howard C. Petersen 

Charles 8. Reed 

Julian L. Schley 

John S. Seybold, Governor, the Canal Zone; President, Panama Canal Company 
tobert T. Stevens, Secretary of the Army 


ADMINISTRATIVE CONSTRUCTION OF PUBLIC LAW 841 


Governor SeYBOLD. For fiscal as well as other purposes, the admin- 
istration of the Panama Canal Company has construed the charter of 
the Company as establishing that the primary mission of the Company 
is the maintenance and operation of the Panama Canal for the move- 
ment of ships from one ocean to the other in accordance with the 
highest standards of business efficiency and economy. 

As a part of that mission and in view of the provisions of the inter- 
national agreements under which the canal is operated, the Company 
is required to provide and operate supporting service facilities, which 
normally in the United States would be furnished by public utilities or 
private business. Many of such services must also be furnished to the 
Canal Zone Government and to the emplovees of both agencies who 
reside in the Canal Zone. In establishing such essential supporting 
services, the Company has sufficient capacity to serve, when requested 
to do so, other United States Government and essential private 
agencies in the Canal Zone and to a limited extent the Government 
of Panama. 
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Under its charter, the services of the company are, therefore, 
rendered to three principal types of users: (@) shipping, (6) employees 
of the Company-Government, and (c) other users of supporting service 
facilities. Each of the three types stand in a somewhat different 
relationship to the company. In the establishment of financially 
sound and equitable charges for the various parts of the service, such 
differing relationships must be recognized and taken into account. 

Rates of tolls are those prevailing at the date of reorganization and 
the basis for their adjustment is prescribed by the statute. All other 
services to shipping are charged for on a commercial basis, sufficient 
to cover all costs, direct and indirect, and to refleet the economic 
value of the service rendered and sound business practice. 

Senator ELLENDER. May I ask a question? 

Senator HOLLAND. Senator Ellender. 


TOLL RATES 


Senator ELLENDER. I notice here about the rates of tolls you say, 
“prevailing at the date of the reorganization.” 

To what extent have those rates been increased compared to what 
they were prior to the reorganization? 

Governor SeyBouip. The toll rates, sir, have not been increased. 
The toll rates are the same as those established in 1938. 

Senator ELLENDER. So that since 1938 there has not been any 
revision of those tolls? 

Governor SEYBOLD. No, sir. 

Senator ELLENDER. Now, are we still looking into the matter or 
studving the matter of having those tolls increased so that in time 
we can amortize the actual cost of this canal? 

Governor SryBoup. As has been requested by committees of Con- 
gress, we have submitted to the Congress proposed legislation which 
would provide authority for covering the depreciation and amortiza- 
ion of the nondepreciables. 

Those bills are before the Congress now. They were submitted, I 
think the Senator will remember, in the last session, but they were 
not acted upon, so were resubmitted. 

Senator ELLeNDER. I am sure you will recall that it was the view 
of some of us that not only the depreciable assets should be amortized 
but also the total actual cost of the construction of the canal. 

Governor SEYBOLD. Yes, sir. 

Senator ELLENDER. As I remember, that amounts to $300-million- 
some-odd. 

Governor SeyBoup. There is about $286 million, I think, in the 
nondepreciable class at the moment. 

Senator ELLENpER. Are any studies being made by the Board with 
a view of recommending to Congress whether or not that should be 
done and the manner and method by which it could be accomplished? 

Governor SeYBOLD. It was our understanding, Senator, that these 
bills would receive consideration by the Congress and at such time 
the members of the Board and management probably would be called 
before the committees to present such information as they desired. 

Senator ELLENDER. Are we to understand that the Board has been 
working on the matter and is in a position to submit to us plans by 
which this amortization could take place? 
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Governor SryBoup. Yes, sir. The effect of the depreciation and 
amortization on the fiscal status of the company is known and can be 
presented to whatever committee management appears before. 

It is our view that the matter of timing is somewhat different as 
to when amortization should begin in contrast to the views of the 
Bureau of the Budget. 

I think that is a matter that should be brought before the com. 
mittee. 

Senator ELLenper. Has the Board done any work in regard to how 
much the tolls should be increased in order to meet this amortization? 

Governor SeyBotp. Well, I think we can put it this way, Senator 
That the effect of these bills on the predicted fiscal status of the 
company could be shown and if that is adopted, then we could sei 
forward our estimated expenses and show the profit and loss based 
on the choice of Congress on the various methods and times that 
this could be produced. 

There is also the matter of whether or not Congress would con- 
sider, as we feel, the overall nets that have been gained in these past 
years as applying to possibly future losses on that. In other words, 
here comes a time when, as we see it, the traffic is now at a general 
level and standstill and certain costs are rising. We could anticipate 
with the additional burden of the amortization and depreciation that 
there would be losses. 

I think that Congress would have to show whether or not such 
prospective losses would be balanced by the past nets that we have 
gained. 

Now, that matter has been discussed at considerable length. | 
think there are varying opinions in the Bureau of the Budget and 
among ourselves as to the picture there that forms as to when, you 
might say, would be the time to set this up. 

Senator ELLenpeEr. Of course, you realize that when this canal was 
built, it was contemplated to have it pay itself; that is, from the 
tolls; and up to now, as I said, no effort has been made to pay this 
$280-million-some-odd which is not depreciable. 

Governor SryBoutp. That has been considered nondepreciable 
this time, yes. 

Senator ELLENpER. I understand. Now, Governor, how much of 
the tolls that you collect, what percentage of the tolls that you now 
collect are paid for the passage of its own vessels by the Federal 
Government? We would like to have that in the record. 

Governor SryBo.p. For example, in fiscal year 1954, where there 
was a rather heavy declining volume of United States vessels out of 
the total transits of ten thousand-some—— 

Senator ELLENDER. You mean 10,000 vessels? 

Governor Srypoup. Yes; 1,139 were United States Government 
vessels. 

Senator ELLENDER. About 10 percent. 

Governor SEYBOLD. Yes, sir. 

Senator ELLENDER. Does that figure hold true now? 


TOLLS FROM COMMERCIAL VESSELS 


Governor SryYBo.p. No, sir: that is being reduced due to the 
volume of Government traffic. The figures for 1954, if you would-eare 
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to have them in the record, are that the tolls from commercial vessels 
were $33,302,000, and the Government tolls credits were $3,888,000. 

Senator ELLENDER. So that out of the so-called profits that you 
have been talking about here, in order to pay the interest and so forth 
that you have just mentioned, a good deal of that has to come from 
the Treasury of the United States? 

Governor SEYBOLD. To the extent of the tolls credit: yes, sir. 

Senator ELLENDER. Now, if you recall when we visited the Canal 
Zone, some time ago, there were certain recommendations made. 

If you have this covered in your statement, I do not want to 
anticipate you. 

Governor SrysBo.p. I doubt if I have covered all that may be in the 
Senator’s mind. 

Senator ELLENDER. Suppose you proceed, then, and if there is 
anything left out in your statement, I am sure that the committee 
would like to know what progress has been made toward the various 
recommendations that were made after our visit there. 

Senator Youne. Mr. Chairman. 

Senator HoLLANbD. Senator Young. 

Senator Youna. I know I am not a member of this committee. 

Senator HoLLANb. You certainly are. We have adopted you from 
this moment. 

Senator Young. I would like to ask one or two questions. 

General Seybold here was in North Dakota in charge of the Garri- 
son Dam, and we feel he belongs to us. 


REPAYMENT OF COSTS OF BUILDING CANAL 


I was a member of a committee that went to Panama with Senator 
Ellender about 2 years ago. When we were down there many people, 
Panamanians and even some Americans down there, one, as I recall, 
representing one of the bigger magazines in the United States, had the 
belief that the costs of building that canal had been paid back to the 
Federal Government, that all the costs had been paid back. 

Is that true? 

Governor SryBoup. No; the costs have not all been paid back, 
Senator, but we feel, from the research that has been done, that the 
canal has paid throughout its life for the depreciation, interest, and 
operating charges as it is today. 

Senator Youna. Is that feeling prevalent around the Panama Canal 
Zone that the United States Government has been repaid for all of its 
costs? 

Governor SrysBoup. I do not think it is prevalent. Some of the 
people might have felt that way, but I don’t think you could judge it 
as prevalent, Senator. But it has paid all of the charges, we feel, 
throughout its life. Full return of the Government investment has 
not been made and when I make that statement, I say that on the 
same basis in which the company is being ope rated today under the 
present laws of the corporation having certain writeoffs made for 
defense as at the moment when interest during construction is not 
taken into consideration. 

1 think you remember that item. 

Senator Youna. Yes, I do. I inferred that some of the feeling on 
the part of some of the natives down there was a bit unfortunate, that 
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they felt that the Government of the United States Was reaping a bie 
profit and had been paid back. 

Governor Srtynoip. I would say that in a certain group that is 
prevalent but it is not widespread and sometimes ] think that people 
who know better say that for purposes of publication. 

Senator ELLENDER. One more question, Mr. Chairman, if you do 
not mind. 

Senator HoLLanp. Senator Ellender, 


INTEREST ON CAPITAL INVESTMENT 


Senator ELLENDER. This interest amount that vou have mentioned 
in your statement, is that interest that is applied to the capital in- 
vestment? 

Governor SryBoip. The Government investment in the company 
as set up for interest purposes. ! 

Senator ELLENDER. The question is how much does it include of 
the initial amount of $286 million which has not been paid and which 
you have capitalized as a permanent investment without depreciation? 

Governor SrYBo.p. The interest bearing investment of the Goy- 
ernment at the moment is $367,700,000. 

Senator ELLexpER. How much of that is that part of the expendi- 
ture made by us that is not being repaid or amortized: in other words, 
what I am trving to find out is: upon what portion of the $286 million 
that is not being paid back or amortized are we getting interest? 

Governor SeyBoup. As of June 30, 1954. the net book value of plant 
and equipment and assets was $422 million. 

The gross direct investment as stated on June 30, 1954, is 
$413,519,000. 

CAPITAL REFUNDING PAYMENTS 


Senator Hoiianp. Is that figure reached by applving the $10 
million which you have paid in refunding capital in the 3 last vears? 

Governor Sryroup. No, sir. 

Senator Hotianp. In other words, is the way that you cut that 
down to $413 million instead of $422 million by the payment, of that 
$10 million? 

Governor SryBoip. No, sir, this is another setup in accounting. | 
think we should disregard the $422 million and utilize the $413 miilion 
as the gross direct investment. ‘The $10 million is applied against the 
interest-bearing investment which at June 30. 1954, was stated at $377 
million and after the capital repayment made in November 1954 is 
now $367 million 

Senator Houiianp. Is the value of. the nonrepayable investment 
included in that $367 million? 

Governor Stypoip. No, it is over and above that. 

Senator HoLttanp. Now, let us see if we cannot get a statement in 
this record that will advise the Senate more definitely than they are 
by this statement. 

Governor SEYBoip. I am sorry. 1 misunderstood. too. 

The nondepreciable $286 million is included in the 807% million. 

Senator ELLENDER. So that the interest that you mention in your 
report reflects interest paid on what? 
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INTEREST ON NONDEPRECIABLE ASSETS 


Governor StyBoup. We pay interest on the nondepreciable assets. 

Senator ELiunperR. What is the rate of that interest? 

Governor SEYBOLD. It is 2.43 percent for this vear and it is set at 
248 percent for 1956, and it is estimated to be rising. 

That is one of the increasing fixed costs to the Corporation. 

Senator HOLLAND. Is that the average interest that the Federal 
Government pays on long-term obligations? 

Governor SEYBOLD. It is set by the Secretary of the Treasury. 


DEPRECIATION RATE 


Senator ELLENDER. Hlow much do you depreciate per vear on those 
installations at the canal that are depreciable and that must be 
replae ‘ed in time? 

Governor SEyYROLD. Well, it amounts in the company to about 
$4.6 million in 1954 and estimated to be $4.8 million in 1955. 

Senator ELLENDER. How much of that money have you on hand or 
available so as to make these replacements if and when you must make 
them? 

Governor SryBoup. That, of course, is an integral part of our cash 
on hand and other assets. 

Some of that, of course, will be used in the future to finance other 
capital programs. 

Senator ELLENDER. You have used it for purposes other than to 
replace what vou depreciated? 

Governor SryBoip. Well, most of it goes back into additional capital 
investment of the company as we go on year by vear. 

Senator Ettenper. You have been setting aside, let us say, X 
amount of dollars to replace the locks there in case the ‘y should give 
way, have you not? 

Governor SrysBoitp. We have not set aside any funded reserve for 
obsolescence. 

Senator ELLENDER. What I mean is that you have depreciated. 

You have been accumulating a certain percentage depending on the 
life of that lock? 

Governor SeyBoup. That is right. 

Senator ELLENDER. Suppose a lock were to give way. 

Governor SeyYBoLp. Well, then, of course, in that view—— 

Senator ELLENDER. You would have to come to Congress to get 
the entire amount in an appropriation? 

Governor SeyBoup. An appropriation to the extent our own funds 
are not sufficient, yes, sir. 

Senator ELLENDER. But if you had set aside the amount instead 
for that purpose and not used it for other capital investments—— 

Governor SeYBoLp. Then we probably, Mr. Senator, would have to 
come and ask you for appropriations for the other capital investments. 

Senator ELLENDER. I understand that, General, but I simply 
wanted to let the record show for the benefit of those critics of ours 
who think this is a bonanza for the United States, that as a matter of 
fact it is really an accommodation for all concerned, and the fact 
remains that we spent these hundreds of millions there and, so far 
as our capital investment goes, we have not had any return on it and 
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also these depreciations that you speak of that have been made haye 
been reinvested in order to give better service to those who use the 
canal. 

Governor SEYBOLD. Yes, sir. 

Senator Tuyr. Mr. Chairman, I would like to make an inquiry, 

Senator HOLLAND. Senator T hye. 

Senator Toys. I would like to inquire as to whether you had any 
major lock repairs to make. 


REHABILITATION OF ELECTRICAL SYSTEM 


Governor SEYBOLD. Yes, one was started before we arrived there. 
quite a program on rehabilitation of the electrical system of the locks. 
It wasn’t building new locks by any means, yet, it was necessary to go 
in and re plac e practically all the old wiring ete. 

Senator THyr. Do you mean that the wire was failing or did you 
Ww ant to put in a different type of current? 

Governor Srypoup. Fifty years of service in the tropics had ren- 
dered it really dangerous and they had the old type of dangerous 
electrical panels, for example, if you remember the old knife switches 
and so forth which for safety reasons were entirely outside of the 
electrical code. 

Senator Tuyr. That was not so much a failure as it was a desire to 
modernize. 

Governor SEYBOLD. It was modernization that was quite nec essary. 

Senator Tuy E. Have you had any damage by boats that required 
extensive repair? 

Governor SryBoup. No. 

Senator Toys. Thank you, Mr. Chairman. That is all. 

Senator Hotutanp. Now, General, perhaps you can do this better 
by drafting a terse statement that will set forth this whole picture, 
and, if you can, I am completely willing for you to do that; but | 
think that the record should show at this point the complete invest- 
ment of the United States Government. 


TOTAL DIRECT INVESTMENT 


I am looking at the showing on that point, in the 1956 budget, on 
page 645. As I understand it from that budget, the showing is that 
the total direct investment by the United States Government is 
$413,519,807 against which would apply, as repayments and credits for 
lands disposed of, a total credit of $45,754,861, leaving the net direct 
investment of $367,764,946. 

Governor SryBoutp. That is correct, sir. 

Senator Hottanp. Does that investment include the cost of the 
construction of the canal, the locks and the like, and all other invest- 
ments for assets held now in the Canal Zone by the United States 
Government whether in the Company or in the canal proper? 

Governor SryBoLp. Yes, that is the net direct investment of the 
United States. 

Senator HoLLanp. One more point. In that total credit of $45 
million-plus shown by the budget, is the $10 million which you men- 
tioned as paid to the Treasury in the last 3 fiscal years a part? 

Governor Sryspoup. That is right. 
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Senator HoLuanp. Now, you show in your statement on page 3, 
quite a large amount of interest charges paid during those 3 years, 
amounting to about $24 million. No interest payments are shown in 
that part of the budget that I have just referred to, are there? 

Governor SEYBOLD. No, sir. 

Senator HoLLtanp. Your interest payments are shown in your 
statement of income and expenses on page 644 of the printed budget, 
are they not? 

Governor SeYBoLpD. Yes. 

Senator HoLLtanp. And I am looking at that part of your state- 
ment now. 

Would a reprint of that part of the statement that covers invest- 
ment and that part that covers statement of income and expense show 
a general picture of the situation there or would you suggest a prep- 
aration of a consolidated statement that could include in one rela- 
tively brief table a picture of this matter that the Members of the 
Senate could refer to with confidence and which would give them the 
complete general picture of the situation? 

Governor SryBoup. Well, I would think, Mr. Chairman, that the 
statements that are included in the budget are concise. 

Senator HoLLANb. Well the statements included in the budget are 
much too long and much too involved to give the quick result that 
[am asking for. 

Governor SryBoutp. We would be very glad to prepare a statement. 

Senator HoLLaNnp. A consolidated statement. 

Governor SeYBOLD. Yes. 

Senator HoLLaNp. I wish that you would. I do not see anything 
in your own statement which makes it clear that your revenue has 
been more than sufficient to carry on your operation. 

Governor SryBoup. Well, that is what we intended to show when 
we spoke of the net that had been returned to the Government in the 
manner of repayment of the interest, depreciation, and such, and 
having realized over and above such payments an amount of about 
$13.1 million for the 3 years. 

Senator HoLLaNnp. Let us get at it in a little different way. 

The words regarding the tolls collected on page 1 of your formal 
statement which shows toll revenues as $30.4 million in 1952, $37.5 
million in 1953, and $37.2 million in 1954, would not in and of itself 
show your ability to carry your whole operation out of revenues. 

I think I understand that you have other operations that bring in 
revenues, but for the record would you please explain that situation? 

Governor SrYBoup. I would be very glad to. 

On page 3, Mr. Chairman, we make the statement that the net 
income after payment of all costs of operations resulted in the $3 
million in fiscal year 1952, $5.9 million in 1953, and $4.2 million in 1954. 

Senator HoLuanp. I understand but you did not show anywhere 
the size of the total operation for your year. As I understand it, the 
expense is better than $70 million. 

Governor SryBoup. That is correct. 

Senator Hotuanp. I do not see any such statement anywhere in 
your complete statement and I do not think it is complete without it. 

Governor SryBoup. Yes, sir. We would be very glad to furnish 
that. 

(The information referred to follows:) 

63332—55——-21 
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Panama Canal enterprise (Panama Canal Company-Canal Zone Govern 


ACTUAL, FISCAL YEAR 1954 


Exnenses 


> OnciUding 
Revenue ] ludin 


deprecia- 


tion) 


Canal operations $40, 065, 756 $15, 801, 915 
Other maritime operations 6, 532, 620 5, 014, 600 
Emplovee services 27, 629, 726 26, 192, 361 


27 
Transportation and utility services 8, 905, 571 &, 102, 
Other supporting services 3, 261, 504 2, 952, 587 
Canal Zone Government 3, 601, O77 13, 967, 156 
Interest 8, 847, 255 
Other general revenue and expense 8&5, 529 5, 043, 


Total 90, 081, 783 85, 921, 
ESTIMATE, FISCAL YEAR 1955 


Canal operations $38, 104, 500 
Other maritime operations 6, 217, 500 
Employee services 26, 259, 000 
Transportation and utility services 8, 938, 900 
Other supporting services 2, 888, 700 
Canal Zone Government. 5, 236, 500 
Interest 

Other general revenue and expense 83. 000 


Total 87, 728, 100 


ESTIMATE, FISCAL YEAR 1956 


Canal operations $36, 954, 500 817, 900 
Other maritime operations 6, 211, 200 5, 475, 300 
Employee services 25, 128, 000 24, 013, 200 
I ransportation and utility services &, 961, 900 &, 051, 500 
Other supporting services 2, 645, 000 2, 376, 000 
Canal Zone Government 5, 500, 100 5, 946, 500 
Interest , 936, 700 
Other general revenue and expensi 84, 800 6, 737, 300 


Total 85, 485, 500 88, 354, 400 


TOTAL COMPLETE OPERATIONS 


Senator HoLLaANp. Will you at this point indicate what is the 
amount of your complete operations for the fiscal year? 

Governor SeyBoup. Well, the actual fiscal vear of 1954 we have 
here a revenue from the total of all operations of about $90 million 

Senator HoLianp. Of what? 

Governor SeyBoip. These are exact figures from our records 
$90,081,783 total revenue, expenses including depreciation was 
$85,921,773. 

Senator Hotianp. Did that include interest? 

Governor SEYBOLD. Yes. 

Senator ELLENpDER. And that includes interest on the entire amount 
of our investment? 

Governor SryBo.p. Yes, sir; on the interest-bearing investment 

Senator Hotutanp. At the rate announced by the Treasury after 
averaging the cost to the Government of its long loans? 

Governor SeyBoip. Yes, sir; I might also add that these expenses 
include the cost of the Canal Zone Government. 

Senator ELLENDER. Now, General, I believe the way the record 
now stands that it may be a little confusing. Will vou point out for 
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the record the amount of this entire investment that is depreciable 
aud What does it consist of? Is it the machinery, the locks themselves, 
or just exactly what is included? 


NONDEPRECIABLE INVESTM ENT 


Governor SEYBOLD. I think we can answer the latter part of your 
question, Mr. Senator, better if we stated what was nondepreciable, 
hecause that is the part that is picked out. 

Senator ELLENDER. All right. Well. nondepreciable. That is the 
anal itself without the locks. 

Governor SEYBOLD. The excavations, some of the breakwaters and 
queerly enough an amount for the excavation for the locks but not 
tle locks themselves which are depreciable; and some of the dams— 
muniv it is the exeavation. 

Senator ELLENDER. That clarifies it. 

Senator HoLLanp. Excuse me. May I add one question, there? 

In your nondepreciable items. do you include any value for the 
wtual property interest that you have which allows you to go through 
the isthmus at that place, the Canal Zone property? 

Governor SeYBoLD. No, there was some question as to whether 
rnot the costs of depopulating the Canal Zone when we took the 
won Should be included, and I think that is included. 


DEPRECIABLE INY ESTMENT 


Senator ELLENDER. Then going back to the original question, the 


lepreciable value is really that which must be replaced and which can 
ve worn out such as your locks, your administrative facilities on the 
hanks of the canal, and all of the buildings that we own there. 

Now, does that include the hospitals? 

Governor SEYBOLD. Yes. 

Senator ELLENDER. Any facility that is used in connection with 
the operation of the canal such as hospitals, your buildings, the locks. 

Senator HoLLanp. Powerplants. 

Senator ELLENpDER. The powerplants and things like tha 
we the facilities that you term “depreciable’’? 

Governor SEYBOLD. That is right. There is. of course, the matter 
hat even the cut may become obsolescent. 

Senator ELLENDER. You mean you would have to widen it? 

Governor SEYBoLD. Well, for its specific economic use. In other 
words, the cut will remain assuming maintenance, as it has through 
these fifty-odd years, but. it may become obsolete due to the types of 
‘ups or something of that sort in a period of say 100 years, which we 
uinot overlook. So that that is a matter which is before the Congress 
‘eth vou say this is a depreciable or nondepreciable, whether that 
ctor of economic obsolescence should be taken into consideration in 
lle matter of the cut. 

Senator ELLENDER. That. would simply amount to an additional 
livestment to the United States if we have to widen it to take that 
ype of ship. 

Governor SEYBoLD. You may want to build a different type. 

Yenator ELLENDER. Let us cross that bridge when we reach it. 
We are talking about the investment as it now stands. 

Governor SeyBowp. Yes, sir. 


those 
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DREDGING OUT CAVE-INS 


Senator ELLeNDER. You talked about this Gaillard Cut when | 
was there. I remember some kind of a cave-in going on. 

Governor SEYBOLD. Yes, sir. 

Senator ELLENDER. In dredging out whatever slips into the Canal 
is that considered in the category of maintenance and is it taken oy 
of your current receipts? 

Governor SryBoup. We consider it—we will take a specific example 
Mr. Senator. You probably have in mind the removal of a portion 
of the Contractors Hill which is now going on because it had that 
crack in it. We have adopted the accounting principle that the 
removal of this material is advance maintenance and would be charged 
against operations not all at one time, but over a period of years 
There are some folks who would advocate that is necessary to capital: 
ize such costs, and I think that, too, would be a matter for determing. 
tion when we get the final value approved by the Bureau of the 
Budget. 

REVENUE FROM OTHER GOVERNMENT AGENCIES 


Senator ELLENDER. General, one more question. Aside from the 
revenues that the Canal Company receives from the United States 
Government for the passage of its own ships, are there any other 
revenues coming from the Government from any other source? 

Governor SryBo._p. We charge the Government agencies, partie- 
ularly the Department of Defense, full costs for services rendered. 

Senator ELLENDER. Such as- 

Governor SryBoip. Well, we furnish them power, for example, 
and we furnish them water and then, of course, the hospital costs and 
schools. 

Senator ELLENDER. Do you mean for the Army, the Air Force, 
or the Navy personnel that may be in that vicinity? 

Governor SEYBOLD. Yes, sir; that are stationed there and, of course, 
there are other people, such as CAA and people of that sort. 

Senator ELLENDER. That is all. 

Governor SEYBOLD. Yes. 

Senator Younc. Mr. Chairman, could I ask one question? 

Senator HoLLanp. Yes. 


SERVICES TO GOVERNMENT OF PANAMA 


Senator YounGc. Do you have any expenses as a result of helping 
the Government of Panama—furnishing any accommodations or 
things like that? 

Governor SeyBoLtp. We furnish, Senator, the Government of 
Panama its municipal water. 

Senator Younc. Do you furnish that free? 

Governor SeyBoLp. No, recently we have made a new contract 
with them for the supply of water in bulk. They have paid the bill 
in full or had paid the bill in full around the lst of May. It amounted 


to some considerable number of dollars, and then it was paid suddenly 
at one point. That is the main service that we now furnish the 


Government of Panama. 


There are others. We furnish them equipment at times at their 


request. We also furnish other supplies, and at times services that 





ov 
will 
Sey! 
Seni 
ther 
our 
men 
Carr 
that 
bect 
Rep 
as | 


and: 
sy 
our 
well 
feel; 
Of 
Gov 
ores 
mel 
hav 
S 
pay 
tim 
not 
WoU 
Lar 
don 
\ 
mat 
G 
S 
clea 


(' 


ract 
bill 


nted 


enly 
the 


their 


that 


COMMERCE AND RELATED AGENCIES, 1956 323 


they haven’t themselves. Also they support their nationals in the 
leprosarium. That is another current bill, day by day. 

Senator HoLLaANb. Do you operate the leprosarium? 

Governor SEYBOLD. Yes. 

Senator HOLLAND. Senator Young? 

Senator Youna. I have no further questions. 

Senator HoLLanp. Senator Thye? 

Senator Toyz. No questions. 

Senator HoLtuanp. I hope that the other members of the committee 
will feel it appropriate for me to go back to a request I made of General 
Seybold for a statement of our investment. Those of us in the 
Senate need to be educated on this as much as anybody else, but 
there needs to be clarification among our people as to what has been 
our full commitment in the Panama Canal; as to the degree of repay- 
ment—and there has been some—and as to how well the thing is 
carrying itself at the present time. It is especially necessary, I think, 
that the estimate be care ‘fully drawn to give a full picture of the facts 
because we have a new arrangement governing our relations with the 
Republic of Panama which is suppose 1d to be submitted to the Ser late, 
as | understand, before very long. Is that correct? 

Governor SryBoup. That is right. 

Senator HoLuaNnp. I think for the information of our good friends, 
the Republic of Panama, as well as for ourselves, this statement should 
be meticulously fair but particularly careful. Do the other members 
of the committee agree that this is the place where the statement 
should appear? 

Senator ELLENDER. Yes, and I think it should be reflected in the 
report that the subcommittee makes to the full committee and that the 
full committee makes to the Senate so that there will be no ifs and 
ands. 

Senator HoLLaNnp. In other words, it is so easy for our own public, 
our own well-intentioned people, for us in the Senate and the House as 
well, to get the wrong impression when people, in a loose way and 
feeling justified, say that the canal has paid for itself many times. 
Of course, they are speaking of the general values available to our 
Government in that we can pass most units of our Navy from one 
ocean to the other quickly. It may be in some sense that that state- 
ment is abundantly true but not in the financial sense of which we 
have been talking here. 

Senator ELLENpDER. Mr. Chairman, I wish to say that I have been 
paying some attention to the affairs of the Canal Zone for quite some 
time, and it is a great pity that the administrators of the past were 
not as farsighted and as good as General Seybold. I think things 
would be much better there now if you had men of his capacity. 
[am not saying it just because he is in our presence now but he has 
done a great job there. 

My hope is that he remains for as long as possible so as to clear this 
matter up further. 

Governor SrysBoip. Thank you, Senator. 

Senator HoLLanp. General, we hope that this statement will be 
clear enough to be easily understood by Members of the Senate. 

(The statement referred to follows: ) 
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PANAMA CanaL Company 
Analysis of net direct investment of U. S. Government at June 


Net. direct investment 
Capital stock of original Panama Railroad Company (New 


York) 


Tentative valuations of properties and other assets, less liabil- 
ities, transferred from the Panama Canal: 
Car shops and roundhouses, February 1950 
Oil plants, docks, and piers, July 1, 1950 
Canal and other facilities and net working capital, July 1, 
1951 


Tentative transfer valuation 


Gross direct investment, as tentatively stated June 30, 
1954 


Less dividends and other charges deductible from direct in- 
vestment: 
Dividends paid to U. 8. Treasury, 1904 to 1950 
Appraised value of lands conveyed to Republic 
Panama without reimbursement, Dee. 16, 1943 


Total deductions 
Net direct investment (as defined by Panama Canal 


Company Act, as amended), as tentatively stated at 
June 30, 1954 


repayment of $10 million paid to U. 8. Treasury November 1954 reduces net direct 


SERVICES TO EMPLOYEES 


Senator HoLLaNpb. Let us go back to the general statement 

Goverpor SEYBOLD. Services provided by the company to its oy 
emplovees and to the emplovees of the Canal Zone Governme: 
rendered to the extent hecessaryv to the satisfactory accom plishm 
of the Company's mission. Amounts received in payment for 
services are, in effect, recoveries of cost and are not true revenue fi 


which income or loss can be said to arise. Sums recovered fr 
employees over and above the direct operating cost of the servi 
provided are classified as recoveries of some share of the gen 
corporate expenses of the Company. Any unrecovered cost 
service to employees is part of the cost of employing workers. Thi 
pricing of employees’ services involves considerations of wag: 
salary poliev and recognition of the existence of abnormal operat 
costs due to tropical conditions and locations, which, under sor 
circumstahces, employees should not bear. 

Sales in which the Company’s own supporting service facilities : 
made available to organizations and personnel not involved in 
canal enterprise are mostly in the nature of incidental or by prod \ 
transactions in that the service would not have been established [ 
such sales alone, and they add relatively little to the general corporat 
expenses. As in the case of transactions with employees, the amounts 
charged in excess of direct operating costs are recoveries of gener 
charges. The important consideration is that all costs directly 
attributable to such incidental services plus an appropriate share ol 
general expenses aire recovered from these consumers. 
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What constitutes an appropriate share of general corporate charges 
to be recovered on sales of supporting services is a matter of manage- 
ment judgment in each case. The experience of private industry 
clearly demonstrates that the proper assessment of such costs cannot 
satisfactorily be determined by the application of rigid cost allocation 
formulas which pro rate overheads uniformly over canal customers, 
emplovees, and other users of supporting services alike. The recovery 
of overhead allowances from supporting services on a basis consistent 
with good business practices under the particular circumstances will 
produce larger contributions to general overhead than the pro rata 
allocation of such costs where the result would make the price unrea- 
sonable or prohibitive. 

is the view of the management of the Company that the policy 
outlined constitutes the only reasonable construction of the statute. 
A construction that would require allocation of general expenses to all 
activities of the Company on a fixed formula would be inconsistent 
with the general purpose of the law providing for operation of the 
canal enterprise on a businesslike basis and would place an unreason- 
ible and impossible burden on the employees to provide for the finan- 
cal support of the maintenance and operation of the canal. These 
views have been fully developed in hearings before our legislative com- 
mittee in the House of Representatives at hearings on the Panama 
Canal in both the 838d and 84th Congresses. 


INVESTMENT IN COMPANY 


The capital value of Company assets upon which depreciation and 
nlerest charges are computed depends upon a comprehensive plant 
inventory and appraisal of the canal and other properties that were 
transferred to the Company at the time of the reorganization. This 
appraisal should be completed during the coming year. In the mean- 
time preliminary values have been established which, under the 
statute, are subject to the final approval of the Director, Bureau of 
the Budget. These preliminary values, which include major valua- 
tion adjustments, form the basis for the financial results reported 
above and estimated in the pending budget program. They have been 
developed on the basis of valuation policies approved by the Bureau 
of the Budget and, in our opinion, are not subject to much further 
adjustment. As so established, the net direct interest-bearing invest- 
ment of the Federal Government in the Panama Canal Company is 
now carried in the accounts at $367.8 million, which reflects the reduc- 
tion of the $10 million resulting from the capital refundment paid this 
vear. 

AMORTIZATION AND INTEREST DURING CONSTRUCTION 


During the last session of Congress the Panama Canal Company 
drafted and submitted legislation to provide for the amortization of 
the entire Federal investment in the canal enterprise and to include 
interest during construction in the investment base. The bills were 
not acted on in the 83d Congress, and they have been reintroduced in 
this Congress. 

One of the bills, H. R. 5733, would require the amortization or 
depreciation of fixed assets previously considered to be nondepreciable. 
The value of these assets is about $286 million. The amount of such 
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amortization or depreciation would be returned to the Treasup 
annually as liquidating dividends, as earned. The other bill, H, 
5732, would place interest during construction, in the amount of 
$50,892,311, in the interest-bearing investment of the Federal Govern. 
ment in the Company. If both bills were enacted, a net additional 
charge against Company income would result, amounting to $1,917,009 
for fiscal year 1956 and amounting to $8,197,000 for the 4-vear period 
of fiscal vears 1952 through 1955. The proposed legislation would 
apply retroactively to July 1, 1951, the date of the reorganization of 
the canal enterprise. 

Senator HotLtanp. Do I understand from this that the computation 
of the amount upon which interest should be paid out of the income 
of the operation was not made until the completion of the canal, unti] 
if began operating as a canal, is that correct? And that what js 
proposed in one of these bills is to add the interest accumulated during 
the vears of construction to the capital investment that the canal 
itself represents? 

Governor SeyBo.p. One of these bills would propose to add interes} 
during construction to the interest-bearing investment; yes, sir. 

Senator HoLtutanp. Do you mean that there has never been any 
legal statement of the base for the nondepreciable investment of the 
Federal Government up to this time? 


EXCERPT FROM CANAL ZONE CODE 


Governor StysBoLp. Under the Canal Zone code, which states the 
basis of tolls, section 412 (e) states that: 

Capital investment for interest purposes shall not include interest during 
construction, 

Now, the proposed bill is one that strikes this out. 

Senator ELLENDER. You mean it would add it to the capital 
investment? 

Governor SryBoup. To the interest base; ves, sir. 

Senator Houiianp. Is there any feature of our relationships with 
other nations looking toward the use of the canal and the payments of 
tolls and amounts of tolls based on this question? 

Governor SEYBOLD. No, sir; it is our understanding from some of 
the hearings that were held before Congress that produced this act 
which formed the Corporation that consideration was given to the 
omission of interest during construction in recognition of a portion of 
the defense value of the canal. 

That is only brought out in reading the testimony so that that can 
not be accepted as a fact but it possibly had some bearing. 

Senator Ho.LiaNnp. Well, now, the suggestion that you make 
through this bill that is pending—is to add over $50 million of interest 
which was paid during construction to the investment. This would 
amount to a change in the basic law on the capitalization of the canal. 

Governor SryBoup. The legislation would have to be enacted to 
strike this portion of the Canal Zone code. 

Senator HoLLanp. Do you mean to advise the committee now that 
the figures upon which rates were calculated was in no wise based upon 
the amount of the permanent investment as determined by the law 
at that time? 
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TOLL FORMULA 


Governor Sa¥Boitp. That is rather difficult to answer, Mr. Senator. 
Our tolls formula now, of course, utilizes an interest on a Government 
investment as only applying to the amounts that have been legally 
set out that we have given before the committee here. This is the 
$377 million. So that the interest payable on that amount is that 
which the company must earn every year and we feel that it is on the 
net operations of the company as a whole upon which the matter of 
tolls will be predicated now, rather than take it out as individual items 

So that the striking of this portion of the code and the application of 
the $50 million of interest during construction would, of course, 
increase our required interest payments to the United States. 

Senator HoLLANp. Would it increase the size of the fees for passage? 

Governor SeyBoup. If we cannot develop net returns then we feel 
that based on the predicted volume and other elements entering in, 
we would have to raise the tolls if the company appears to be going 
into a period of sustained losses in the following years. 

Senator HoLttanp. Do we understand from your testimony that it 
is wholly up to the United States then, by its own law? Even though 
it would appear to change the total size of the original capital invest- 
ment, is it entirely up to the United States, under its own domestic 
law, to state what its total amount of capital invested in the canal 
is and how it is to be figured? 

Governor SryBoup. Yes. 

Senator HoLianpb. Irrespective of the result on tolls or rates? 

Governor SreyBoup. Oh, yes. 

Senator Ho_LtaNnp. All right. Proceed. 


NEW TREATY 


Governor SeyBo._p. On January 25, 1955, the United States and 
Republic of Panama signed a new treaty and related memorandum 
which may have far-reaching effects upon the fiscal operations of the 
Panama Canal Company. It is too early to determine these effects 
since the treaty has not yet been ratified by the Senate, and some of 
the proposals of greatest fiscal consequence will require congressional 
action. The new treaty would increase the annuity payable to Panama 
by $1.5 million, from the present $430,000 to $1,930,000. Subject 
to legislative directive, extensive real estate holdings in the Republic 
of Panama would be transferred to Panama without charge. Under 
the new agreement, when ratified, the company will discontinue the 
sale of goods and services to noncitizen employees who do not live 
in the Canal Zone and will discontinue sales of certain supplies to 
ships. The new agreements also contemplate the extension of the 
Civil Service Retirement Act to our noncitizen employees. 


HOSPITALS 


Pursuant to the directive in the 1955 Appropriation Act, the Army 
has discontinued operation of its general hospital at Fort Clayton, and 
the Navy has transferred the hospital at Coco Solo to the Canal Zone 
Government. All hospital services are therefore now consolidated 
under the Canal Zone Government and, under section 105 of last 
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vear’s appropriation act, the other agencies are being billed for th, 
cost of hospital and medical services rendered to their uniformed 
civilian personnel and dependents. 


CONSOLIDATION SAVINGS 


Senator ELLENDER. General, for the record, would vou be abl; 
estimate now what the savings would be by that consolidation? 

Governor Srypoup. It is very difficult for us to do that, Mr 
Senator, because we can’t balance or reach into the details of the 
budgeting of the Armed Forces previous to this appropriation. 

Senator ELLeENDER. As | remember when we had our conference 
there, which led to this consolidation, the admiral in charge—or 
mavbe it was the general in charge—there, estimated that the savings 
would amount to at least $380,000 per vear, as a minimum. 

Governor SryBoup. But I think it is an estimate knowing thie 
facilities that have been closed and the costs of maintaining those. 
but the Panama Canal Company alone has no records from which the 
full savings can be determined. 

Senator ELLENDER. But you could state to this committee that 
considerable savings will be effected? 

Governor SEYBOLD. Yes, sir; there is no doubt about that when vou 
close two hospitals. 

Senator ELLENDER. Certainly. You take care of the people 1 
one roof, 

Governor SEYBOLD. Yes, sir. 

Senator ELtenper. If you remember, I think the testimony was 
made to our committee that the Gorgas Hospital could take care of 
every patient in the zone and be only filled 60 percent of capacity. 
Yet you had to have two hospitals because you wanted one on the 
Atlantic side and one on the Pacific. 

Governor SfYBOLD. In this connection, | am also glad to report 
that the Canal Zone Government and Armed Services are now 
developing a plan . consolidate all structural fire fighting into a 
single system under the Canal Zone Government. To achieve this 
consolidation Rare ealn ul or supplemental funds will be required which 
would be replaced from appropriations to the Armed Forces. 

I may say that this budget does not include such funds. 


EDUCATION AND HOSPITAL CARE 


In accordance with the directive contamed in the report of this 
committee accompanying the 1955 appropriation act all patients in 
Canal Zone hospitals, except charity patients, now pay enarvaige 
charges for hospital care, except as otherwise expressly provided by 
law. Under language included in the 1955 act by this committee, the 
Department of Defense now reimburses the Canal Zone Government 
for the cost of hospital care provided dependents of military personne! 
for the services they would normally be furnished at military hospitals 
in the United States. 

FREE KINDERGARTENS 
In accordance with the intent expressed in the report of this com- 


mittee accompanying the 1955 act, the Canal Zone Government (is- 
continued free kindergarten in the ‘Canal Zone schools, and tuition ts 
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iso charged for education above grade 12. Unrecovered costs of 
ools and hospitals in the Canal Zone are shared by other Govern- 
t agencies under the provisions of section 105 of the 1955 act. 


HOUSE COMMENT 


In this connection I wish to invite the attention of the committee 
« the following statement in the House Report on H. R. 6367: 
The committee was advised that a charge was made recently in the furnishing 
dergarten instruction to children of United States citizens in the Canal Zone. 
mmittee recommends that free public kindergartens be reinstated as soon 
siple, 
\vain, | might comment that there are no funds in this budget, Mr. 
Chairman, for free kindergarten instructions in 1956. 
Senator HOLLAND. On that point, you discontinued the free 
indergarten on the mandate of Congress. 
Governor SryBoup. I think this committee made such statement, 


COST OF FREE KINDERGARTEN 


Senator HoLLanp. How much additionally, not requested by your 
esent budget, would be required if free kindergartens were made 
avilable in the Zone in 1956? 

Governor Sryno ip. If applied only to the United States citizens, 

- estimate would be some $35,000 for the instruction and mainte- 

of kindergartens. We also have some problem, because we 
ave not sufficient rooms in our present school plant so it might cost 
ound $100,000 capital cost to provide schools. 

This, of course, provides only for free instruction of the United 
States citizens in the kindergarten, and we question whether or not 

would bring some comment and criticism to the United States if 

e same were not applied to the local rate group. 

Senator THyre. May I interrupt there, Mr. Chairman? 

Senator HOLLAND. Senator Thye. 

Senator THyr. Your public schools now accommodate both types 
of canal employees, those assigned down there from the States here 
is well as the natives or locals? 

Governor SEyBoLp. We have two school systems, Mr. Senator. 
We have the United States rate schools or the United States citizen 
shools which all citizens of the United States are accommodated. 
Also, we accommodate the United States citizens who work for 
Government agencies in Panama and certain others in Panama. 

We have a second system which is termed the “Latin American 
school system” in which the teaching is in Spanish for the Panamanians 
and noneitizens, 

Senator Tuyr. But they are the Panamanians who work for the 
canal? 

Governor SeyBoup. They are only the residents of the zone, ves, sir. 

Senator Tyr. How did you handle the kindergarten before it was 
discontinued? Did you take all the children into the kindergarten? 

Governor SEYBOLD. We had free kindergarten in both systems. 

Then it was discontinued, yes, sir. 

Senator Tuyr. You found that to be not advisable? 
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Governor SEYBoLb. I would not say that, sir. This is a matter of 
the House statement, sir. 

Senator Tuyr. That is what led me to ask the question, because 
you do raise the question here whether it should be continued in the 
next appropriations. 

Governor Srysotp. I am sorry, sir. I did not raise the question, 

The question was raised in the House. 

Senator Tuyr. May I ask you this question, then: Do you, in your 
best judgment, believe that it should be? 

Governor Srysoup. I think it is something that would be of great 
benefit to the citizens. 

Senator Tuyr. How have those pupils of kindergarten age been 
handled while the school is out of existence? 

Governor Srysoup. The school still runs. The individual pays 
tuition. 

Senator Tuyr. I understand it now. In other words, they did not 
close up the school. It was just an expense that had to be borne 
by the person rather than the budget. 

Governor Sryso.ip. There was a reduction in numbers which we 
would anticipate would again come into the school system. I would 
expect around 160 or 170 additional pupils if it were entirely free in 
the American group. I think it is a matter of policy. I believe 
personally that it should be done. However, we always think of 
comparability between the Canal Zone and the United States and 
we try to keep the same principles operating in the zone as to schools 
and so forth, as within the States. 

Senator HOLLAND. When you said you think it should be done, 
just what did you mean? 

Governor SryBoup. I believe that we should revert back to that 
but we certainly cannot accomplish it unless the funds are restored 
which are over and above any that we have in our appropriation 
request. 

Senator HoLLanp. Excuse me, Senator Thye. 

Senator Tuyr. I was going to furtherize this question. In other 
words, the child of school age is taken care of, but the child below 
school age, the kindergarten pupil, you had taken care of for a number 
of years and then there was a discontinuance of it and now the question 
comes up as to whether it should be reinstated? 

Governor SEYBoLpD. Yes. 

Senator Toye. Would you care to comment as to why it was 
discontinued? 

Governor SEYBOLD. Well, it was thought that free education should 
be granted as normal in the United States, which granted the citizens 
from grades 1 to 12 inclusive, and for kindergarten education and in 
the junior college the individual should pay a reasonable amount. 

I think that is the entire question that possibly has to be settled by 
the committee, sir. 

Senator Toye. But it develops some hardship. They were not 
able to finance the kindergarten. 

Governor Seynotp. I would not say that it really was hardship. 
I would say that we have some people in the lower brackets who have 
evidenced by results that they feel that they couldn’t afford it. 

Senator Ture. Thank you, Mr. Chairman. 
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SENATE COMMITTEE COMMENT 


Senator HotLanp. I think that perhaps it might be clarifying if 
we read from the report of the Senate committee, which handled the 
matter last year. It was handled in Civil Functions as we all remem- 
ber. It is dated May 13, 1954, and I read on this point: 

With respect to schools, it is the intent of the committee that the principle of 
free education in grades 1 through 12 will extend to residents of the Canal Zone 
and to United States citizen personnel of Government agencies resident in the 
Republic of Panama. Parents desiring to send their children to kindergarten or 
junior college should pay a reasonable tuition. 

Apparently the question applied not just to kindergarten but also to 
junior college. eo 

Governor SeyBoup. That is right, sir. 

Senator HoLLaNnp. You maintained prior to 1954 or up through 
1954 not only kindergarten but the junior college free, is that it? 

Governor SEYBOLD. In junior college they paid certain tuition but 
the kindergarten was free. 

Senator HoLLANp. Well, apparently the Senate committee covering 
this very field last year felt, after a hearing, that it was advisable to 
continue completely free education in grades 1 through 12, making it 
available not only to the children of United States citizens but also to 
all residents of the Canal Zone on an equal basis. 

Governor SEYBOLD. Yes, sir. 

Senator HotLtanp. And that by direction of the committee, you 
terminated the free kindergartens both to United States citizens and 
to other residents of the Canal Zone? 

Governor SEYBOLD. Yes, sir. 

Senator Hottanp. And similar action with reference to junior 
colleges? 

Governor Seypoup. In the junior college, they had paid a certain 
tuition before that. 

Senator HoLLaAnp. You raised the tuition? 

Governor SrEYBoLD. No, sir, it is about the same. 

Senator HoLLanp. So that it is entirely a question for Congress to 
determine as to whether the new policy which was placed in effect by 
you because of the mandate of Congress should be permanent or 
whether we should go back to the old policy. 

Governor SreyBoLp. Yes, sir. 


PANAMA RAILROAD 
DEFERMENT OF REPLACEMENT OF BOXCARS 


The budget program of the Panama Canal Company for fiscal year 
1955 included an item of $530,000 for the acquisition of 50 boxcars 
to replace wornout equipment of the Panama Railroad. In reporting 
the 1955 appropriation bill this committee stated: 


In view of the testimony presented to the committee relative to the desira- 
bility of replacing the railroad by a highway entirely within the Canal Zone, the 
committee desires that the purchase of the new boxcars programed for fiscal year 
1955 be deferred. It is desired that the Governor and the Board of Directors give 
further consideration to the feasibility of replacing the railroad with a highway 
totally within the Canal Zone, utilizing the existing roadbed where practicable for 
the highway. This study should include an estimate of the cost of the new facil- 
ities required for this alternate means of transportation together with a comparison 
oi the cost of operation and maintenance of the railroad and the highway. 





332 COMMERCE AND RELATED AGENCIES, 1956 


Senator ELLENDER. Mr. Chairman, may I ask a question? 

Senator HOLLAND. Senator Ellender. 

Senator ELLENDER. As I remember, General, you, I think. 
others were very favorably impressed with the idea of disconti 
the railroad. 

Governor SEYBOLD. Yes, sir. 


USING ROADBED FOR A ROADWAY 


Senator ELnenpDeR. And using the present roadbed for a roa 

Governor SEYBOLD. Yes, sir. 

Senator ELLENDER. Have you changed your mind? 

Governor SEYBOLD. No, sir. 

Senator ELLENDER. You want that done that way? 

Governor SEYBOLD. Yes, sir. 

Senator ELLpeNpER. Why did you ask for these 50 boxears, 

Governor Seyspoup. That was a year ago. 

Senator ELLENDER. You are not asking for it now? 

Governor SEYBOLD. No, sir. It is still in the deferred status 

Senator ELLENDER. Let me ask you this: In this new treaty tha 
is now pending or is in the offing with the Panamanian Government 
was any thought given to the utilization by us of the road that \ 
built outside of the zone? In other words, as I understand, we built 
this road which is partly in the zone and partly in the Repub: 
Panama and we maintain it. 

Governor SeyBouip. The present Trans-Isthmian Highway is | 
tically entirely within the Republic of Panama. 

Senator ELLENDER. But we built it. 

Governor SEYBoLp. Yes, and we maintain it. 

Senator ELLENDER. And we permit Panama to use it at will 

Governor SeyBoup. It is the other way around. It is unde 
entire control of Panama, sir. 

Senator ExneNDER. Did anybody attempt in this new treaty t! 
we have, to give us a little more leeway there which would dispens 
with the necessity of building this new road of which we are speaking 

Governor Seyspoup. There are two items, Senator, that touch this 
question in the new treaty. One is a matter which affects the economy 
status of the railroad itself. 

Let me speak to that for just one moment. 

The new treaty provides that the United States give up its operations 
of the railroad within the Republic of Panama which means thet 
we have no terminals in the Republic which again means that we la 
no commercial traffic because they just would not use the railroad as 
they do now when we have a convenient terminal in Panama. 

The second item in the treaty which touches on this general subjec! 
is that Panama has agreed that should the United States build a road 
on the present railroad although it does not have to follow that 
alinement, but actually if we built a highway within the zone whic! 
would make in effect the Gaillard Highway continuous from one sit 
to the other across the zone, they would agree that no Panamania! 
commercial interests would use that portion of the highway, whic! 
is yet to be built, for their own use. 

Senator ELLENDER. But it strikes me though that it would hav 
been to our interest to see to it that this road which we ourselves 
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have built and we are now maintaining should continue to be used 
by us without interruption. 

“Governor SeyBotp. Do not misunderstand me, Senator, There is 
nothing written or understood or anything else that we cannot use it. 

Senator ELLeNper. [ understand that, but there is fear that you 
may be cut off at times. 

Governor SEYBOLD. That is one thing. 

Senator ELLENDER. It strikes me that we could save this $9 million 
That was the estimated cost, was it, nine million or ten million dollars? 

Governor SEYBOLD. Nine million dollars, ves, sir. 

Senator ELLENDER. We could save this $9 million which would be 
required to build our road on the railroad roadbed so that you could 
ave a road for our use exclusively within the Canal Zone. 

Governor SryBoup. It would be our use exclusively for commercial 
traffic, but such a road built would offer a reciprocal use of auto- 
mobiles between the Zone and Panama. 

| think the feeling was that by getting the agreement to limit com- 
mercial use of the new highway was a reasonable thing because at the 
sume time we utilize the roads of Panama to go various places, too. 

Senator ELLENDER. That is in doing business, though, with them. 

Governor SEYBOLD. Or you are pleasure driving, or anything else. 
cA course, for the return of the maintenance of the Trans-Isthmian, 

‘ Armed Forces obtained free use of Panama roads for their own 
ice without any charge for additional maintenance and such 
things as the heavy trucking of the Armed Forees would be on the 
Panama roads. 

Senator ELLENDER. I was in hopes that instead of having us spend 

is $9 million and then permit us to discontinue the operation of this 
eal which, as I understand, runs at a deficit, that some clause 
could have been put in this treaty whereby we would have had the 
use of it at least. 

Governor SeyBo.ip, There is another reason, too, that the present 
Trans-Isthmian is not a good road. It is outdated already. We feel 
that with this additional traffic burden 

Senator ELLENDER. You would rather have it within the Canal 
Zone? 

Governor SEYBOLD. Yes, sir; and a reasonably proper road built. 

Senator ELLENDER. Are you asking for any funds in order to start 
he ball rolling on it? 

Governor SeyBoup. There is planning money in this present budget. 

Senator ELLENDER. Good. If it is necessary to build it, | hope it 
is done soon to save us this annual loss on the operation of that 
railroad, 

Governor SEYBOLD. Yes, sil 


TRANS-ISTHMIAN HIGHWAY 


Senator HoLLaNnp. How many miles in length is the present Trans- 
Isthmian Highway? 

Governor SEYBOLD. It is around some 47 miles, I think. It all 
depends on where your terminals are. 

Senator HoLtanp. How many miles in length would be the new 
road? 
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Governor SEYBOLD. There would be about 22 more miles to be 
built and our travel across the isthmus would be reduced by some 5 orp 
6 miles. 

Senator HotLtanp. What is the total length of the canal in miles? 

Governor SEYBOLD. About 42 miles. 

Senator HoLtutanp. How far outside of the Canal Zone is the present 
road? 

Governor SEYBoLD. Not too far. It varies from one to several] 
miles. 

Senator Hottanp. With frequent laterals that come back into 
the zone? 

Governor SryBo.ip. No; we have access only, you might say, in the 
center of the Trans-Isthmian. 

Senator HoLLanp. Do you mean to say that to get to your system 
of roads within the zone you have to go long distanc es, depending 
upon where you started along the Trans- Isthmian Road to get toa 
place where you can get bac k into the zone? 

Governor SryYBo pb. It is a little difficult. I wish I had a map to 
show you. 

On the Pacific side, one can reach the Trans-Isthmian by going 
through the Republic of Panama. Then about in the center, we 
have a road in the zone that goes to Madden Dam. This road, 
about 2 miles outside the boundary of the zone, connects with the 
Trans-Isthmian and then you go to the Atlantic side entirely within 
the Republic. 

Senator HoLtuanpb. In other words, there is no lateral from the 
Trans-Isthmian Road going back to a Canal Zone highway between 
a point about the middle of the isthmus and the Atlantic or northern 
terminus of the road? 

Governor Sryspoup. That is right, sir. We feel it is highly desirable 
to have a land connection available within the Canal Zone. 


PLANNING FUNDS 


Senator Hottanp. And the estimates submitted to the Congress 
this year include planning money in what amount? 

Governor SryBouip. $90,000. We also have in these present esti- 
mates $650,000 for trucking and bus equipment which would be util- 
ized in lieu of the railroad but our first step, of course, would be to 
transport our cargo, our supplies and passengers from side to side, 
using the present Trans-Isthmian. 

It is the first step toward the use of buses and trucking and a high- 
way within the zone. 

Senator ELLENDER. What would be your plan? 

Governor Srysoutp. To abandon the railroad and truck over the 
present road. 

Senator ELLENDER. And you expect to do that immediately? 

Governor SrYBoLp. Yes, sir; as soon as the funds are made available. 

Senator ELLENDER. Has that been brought to the attention of the 
Panamanian authorities? 

Governor Srysoup. Well, I think they know about it. They have 
not been informed formally. They have been pressing us for quite a 
time that we should not compete with them in the commercial trucking 
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and transport of Panamanian supplies, and, of course, this is in con- 
sonance With such a program that they have been advocating. 

Senator ELLENDER. Should we decide to build this road entirely 
in the Canal Zone, will there be any requirement that we permit them 
to use this facility? 

Governor Sreynoup. The agreement is that they would use it for 
noncommercial purposes, but for commercial purposes they would 
continue to use the present Trans-Isthmian. 

Senator ELLENDER. Their own? 

Governor SEYBOLD. Yes, sir. 

Senator ELLENDER. Now, what about the maintenance of their 
road after we build ours? 

Governor SEYBOLD. I think it is a matter for them to decide the 
value. Of course, the purpose is to allow them free use of Panamanian 
roads by the heavy Army and Air Force equipment. 

Senator ELLENDER. You mean to go from one side of the Isthmus 
to the other? 

Governor SEYBOLD. No; for the maintenance of this highway, for 
the present Trans-Isthmian that we maintain, they get the privilege 
of travel over Panamanian roads. 

Senator ELLENDER. You mean other than this? 

Governor SEYBOLD. All others, as an offset, and they are not 
charged with excessive maintenance which, of course, those heavy 
vehicles produce on those Panamanian roads. That is the purpose 
behind the agreement for maintenance of the present Trans-Isthmian. 


COMMUNICATION 


Senator HoLuanb. On this same point, I think this is an appro- 
priate time to place in the record your letter, General Seybold, to 
Senator Hayden, dated March 38, 1955, on the question which we 
have just been discussing. 

(The letter referred to follows: ) 

CaNnAL ZONE GOVERNMENT, 
OFFICE OF THE GOVERNOR, 
Balboa Heights, C. Z., March 8, 1955, 
Hon. Cart HayYpbeEN, 
Chairman, Senate Committee on Appropriations, 
United States Senate, Washington, D. C. 

Dear SENATOR HAYDEN: Reference is made to Senate Report 1373 in the last 
session of the 83d Congress, on the civil functions appropriations bill, 1955, H. R. 
8367, which includes, at pages 25 and 26, the following item concerning the 
Panama Railroad: 

‘“PANAMA CANAL RAILROAD 


“In view of the testimony presented to the committee relative to the desirability 
of replacing the railroad by a highway entirely within the Canal Zone, the com- 
mittee desires that the purchase of the new boxcars programed for fiscal year 
1955 be deferred. It is desired that the Governor and the Board of Directors 
give further consideration to the feasibility of replacing the railroad with a high- 
way totally within the Canal Zone, utilizing the existing roadbed where practicable 
for the highway. This study should include an estimate of the cost of the new 
facilities required for this alternate means of transportation together with a 
comparison of the cost of operation and maintenance of the railroad and the 
highway.” 

In response to the desire thus expressed by the committee for a study of the 
feasibility of replacing the Panama Railroad with a highway located entirely 
within the Canal Zone, there are enclosed herewith copies of (a) an Economic 
Study of Railroad Transportation of Panama Canal Company-Canal Zone 


63332—55———22 
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Government Freight and Passengers dated September 22, 1954, and (b) Propos 
Trans-Isthmian Highway Within Canal Zone, Panama Canal Company-(; 
Zone Government, dated February 1955. 

The Economie Study of Railroad Transportation was presented to and 
sidered by the Board of Directors of the Panama Canal Company at its Octo} 
1954 meeting. After full consideration, the Board approved the recommenda 
of the president that: (a) the Panama Railroad be abandoned; (b) the Com; 
include in its 1956 budget provision for the purchase of a fleet of motor ve} 
for the transportation of Company-Government freight and passengers 
c) there be constructed by the Canal Zone Government as soon as possil 
transisthmian highway totally within the Canal Zone. 

Pursuant to such action of the Board of Directors the Companvy’s 1956 bic; 
included an item of $650,000 for purchase of the necessary motor vehicles { 
the transportation of freight and passengers of the Panama Canal Company 
Canal Zone Government that would be required prior to abandonment 
Panama Railroad. Such item was approved by the Bureau of the Budget 

There has been included in the budgets of the Canal Zone Government $90,() 
for each of the fiseal vears 1955 and 1956 for investigations, plans, and spe 
tions for the proposed Trans-Isthmian Highway within the Canal Zone. [i 
Companvy’s intention to abandon the Panama Railroad in fiscal 1956, after , 
chase of the necessary fleet of motor vehicles, and use the present Trans-Ist 
Highwav ir Panama, until such time as the recommended Canal Zone Tra 
Isthmian Highway may be constructed. 

Very truly vours, 
J. S. SEYBOLD 
Governor of the Canal Zone; President, Panama Canal ( ompan 


OPPOSITION TO ABANDONMENT OF RAILROAD 


Senator HoLtLanp. We will also insert a very well drawn letter fro: 
an American citizen who is an employee of the Panama Canal oppos- 
ing the abandonment of the railroad and stating his reasons for taking 
that position, that letter being addressed to Senator Byrd, of Virgini: 


and being dated about May 1, posted in the Canal Zone on April 5 
(The letter referred to follows: ) 


Senator Harry F. Byrp, 
Senate Office Building, Washington, D. C. 


pp 


Dear Senator Byrp: I am (name withheld), locomotive engineer, Pa 
Railroad 

This has to do with the proposed abandonment of the railroad and substit 
therefor a highway. The administration program will be submitted to 
committee. There is another side that bears consideration also. 

This project is tremendously expensive. It would substitute for a plant 
is paving its own way a setup of highway, trucks and buses that will requir 
large capital investment and furnish no revenue. The final cost has not 
established but, using the Governor's figures, preliminary costs are as follows 


Established value of railroad plant $12, 500, 001 
Governor's estimated construction cost—budget request 9, OOO, O0U 
Budget request for truck and bus equipment 650. 000 
Appropriated for survey 90), OO 


Initial cost of project, minus junk value of railroad 21, 740, 000 


It is expected that this amount will build 22 miles of highway on the presen! 
railroad grade and 2 necessary bridges. Not provided for in the program 
rebuilding the connections at each end of the new road that connect with | 
termini at Balboa and Cristobal, rebuilding the docks for handling ship’s carg 
trucks, warehouse space for transit cargo and maintenance facilities for th 
trucks and buses. 

The financial position of the railroad is serious but it is still self-sustaining a! 
has never had an appropriation from the Government. The economie troubles 0! 
the Panama Railroad stem from several sources: Natural causes, unjustified and 
uneconomical competition, administration policy, and treaty obligations. 

A decline in traffie and revenue is the natural result of reduced activities 9 
the part of the Armed Forces and civilian government. The management of t! 
Panama Railroad has satisfactorily adjusted and compensated for this trend 
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fhe Armed Forces and Canal Zone Government have invested large sums in 
|| forms Of transportation equipment without apparent justification or complaint 
qgainst railroad service. This equipment is to compete for traffic that can be 
indled more economically by rail and with only minor exceptions directly 
juplicates facilities furnished by the Panama Railroad. Such uneconomical 
juplication has been one of the serious complaints of the General Accounting 
Office. Also it is a major violation of the established principle of handling big 
isiness in large units rather than small packages. Commissioner Brown (Hoover 
Commission) states that 90 percent of the Armed Forces tonnage is hauled in 
heir own Vehicles. 
The railroad, if it were permitted to have the percentage of this business that it 
ld more economically handle, would certainly be able to furnish satisfactory 
vice and operate in the black. 
fhe continual effort on the part of top-level administrators of the Canal Zone 
liscourage not only Company-Government utilization of railroad facilities 
ilso of commercial interests has understandably undermined all our business. 
These efforts take the form of giving operating officials to understand that in 
another vear the railroad will be a thing of the past. Naturally enough, no well-run 
-iness will let itself be put in the position of not having transportation and will 
levelop other methods of transport. 
Until such time that the appropriate committees of Congress authorize the 
indonment of the railroad, building the highway and its adjuncts, such state- 
its approach the borderline of improper ethics and are certainly unjustified. 
‘hey should not be permitted. Responsible operating officers of the Company- 
vernment and Armed Forces should be assured that the future of the railroad 
is not been decided and directed to ship by the most economical route without 
idditional capital investment. 
The treaty between the Republic of Panama and the United States if ratified 
has an important bearing on the well-being of the railroad. It would provide 
at all terminal facilities of the railroad in Panama City and Colon be returned 
to Panama without recourse. Further, that the railroad not enter the cities of 
OPpos- Colon and Panama City or compete with transportation interests of the Republic 
Panama, 
Profitable operation of the railroad is nevertheless possible and justified. 
Shippers of all categories need only to be assured of the future of the railroad, 
| the railroad must be relieved of unfair subsidized competition. 
Investigations of this situation have been made by several Government agencies 
th varving conclusions. Agencies follow: General Accounting Office, Bureau of 
the Budget, Hoover Commission. 
Less detailed investigations have been made by individuals, as follows: 
Representative Edward A. Garmatz, Merchant Marine and Fisheries; Repre- 
ntative Daniel J. Flood, House Appropriations; Representative Walter M. 
\lumma, Merchant Marine and Fisheries; Mr. Kenneth J. Bousquet,-: staff 
member, Senate Appropriations; Mr. Earl Donnelly, counsel, Bureau of the 
Budget. 
All figures contained in this letter are documented and authorities can be sup- 
[I doubt very much if I could supply a signed memorandum directing that 
ic be diverted from the railroad, however. 
Thanking vou for vour attention, 
00, 000 Sincerely, 
00, OOU (Signed i 
50, O00 (Name withheld by direction of committee.) 
O() OU 


‘! fron 


Ws 


an TOTAL UNITED STATES EMPLOYEES 
resent Senator HoLLAND. How many employees do the Canal Government 
ram Is and the Canal Company have who are United States citizens? What 
a is the total number? : ; ol 
ie the Governor SEYBOLD. We have in the company, as of February 1955, 
3,101 and in the Government 1,207, which is a total of 4,308. 
Senator HoLLANp. Do you have a combined figure showing what 
the total of the families and those individuals are? 
Governor StyBoup. I do not have that. We have a total popula- 
tion of the zone which is around some 37,000, but I do not have a 
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breakdown of the families of the zone workers. I can furnish tha; 
information. 

Senator HoLianp. It is my understanding from talking with some- 
one in Government who came to my office about this was that the 
figures are available for the total number of employees who aye 
United States citizens and who are Panamanians—you have already 
given the first of those figures—and also for the number of dependents 
of each to be found within the zone. 

Governor SeYBoLpD. | have a breakdown here of United States 
citizens, Panamanians, West Indians, and others, as shown in the 
census of 1954. 

Senator HoLLtanp. What does that show? 

Governor SEYBOLD. 20,173 United States citizens; 14,808 Pana- 
manians; 2,243 West Indians; 1,729 of others; and a total of 38.952 

Senator HoLLanp. Obviously that includes employees and depend- 
ents as well, and it also possibly includes some people who are not 
employees but who live within the zone, is that right? 

Governor SeyBo.LpD. That is correct, sir. Here is another break- 
down which approximates very closely what the Senator has in mind. 
In our civil areas, that is the people who live on the zone outside the 
military reservations there are 9,674. In the military areas there ar 
10,500, roughly. So, in this 9,674 that I refer to there would be very 
few of those who were not dependents or employees of the Company 
Government. , 

Senator HoLianp. In other words, there is no large number of 
commercially employed persons and their families living within the 
zone? 

Governor SrEYBoLpD. No sir, very few. 

Senator HoLLaNnb. Or transients? 

Governor SEYBOLD. No transients. 

Senator HotLtanp. Transients have to go to hotels in the Republic 
of Panama. 

Governor Sryspoip. Yes. The very few here would be a few em- 
ployees of the oil companies and tourist agencies there and a few of 
United Fruit Co., but they would be numbered in a few hundred. 

The report requested was forwarded to the chairman of the full 
committee by letter dated March 3, 1955. 

Senator HotLtanp. That is the letter which I just placed in the 
record. 

Governor SEYBOLD. Yes. 


COST OF ROAD CONSTRUCTION 


Briefly summarized, the report estimates that a highway could 
be built for about $9 million; that the annual maintenance cost 
would be $46,000; and that the estimated annual depreciation would 
be $160,000. The cost of trucks and buses necessary to replace 
railroad equipment is estimated in the report at $572,000, and savings 
which would accrue through transportation of freight and passengers 
by truck and bus are estimated at over $100,000 annually. 

Very recently, in fact, within the last few weeks, we again 
recomputed this and this amount is very low. It appears as though 
the minimum savings would be somewhere around $190,000 and 
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that is not giving all benefit in the estimate vet of the loss of proposed 
husiness which will be expected by the ratification of the treaty. 

The 1956 budget estimates for the Canal Zone Government include 
s90,000 for further studies and preparation of plans and specifications 
for the highway. 

Senator HoLuanp. What was the action of the House on 
this matter? 

They required further study, did they not? 

Governor Srypoup. Yes, sir; 1 refer to that later. 


PURCHASE OF BUSES AND TRUCKS 


Senator HoLuanp. And they declined to put in any wording for 
the purchase of buses and trucks that were needed. 

Governor Srysoutp. The amount of money is included but they 
failed to include language to authorize the purchase of the 13 passenger- 
carrying Vehicles which would be necessary. 

The funds are covered but through an error in the budget the 
language did not cover the additional passenger-carrying vehicles 
required. 

The funds are shown in schedule A~1 on page 646. 

Senator Hotianp. All right, sir. Proceed. 

Governor SryBoutp. The estimated loss in the operation of the 
Panama Railroad is $11,800 for 1955 and $75,300 for 1956. The 
Board of Directors of the Panama Canal Company has concluded that, 
for the reasons detailed in the report filed with the committee, the 
operations of the Panama Railroad should be discontinued as unneces- 
sary and uneconomical and the isthmian transportation needs of the 
Company and the Government should be supplied by motor vehicles 
utilizing the present transisthmian highway, until the Canal Zone 
highway is built. The present transisthmian highway is located 
entirely within the jurisdiction of Panama. The Board of Directors 
and management of the Company advocate the construction of the 
highway with the zone. The capital program for the Panama Canal 
Company includes $650,000 for expenditure in fiscal vear 1956 for new 
automotive equipment and related garage facilities to handle Com- 
pany-Government official freight and passenger requirements. 


HOUSE COMMENT 


In its report on H. R. 6367 the House committee said in reference to 
this program: 

A majority of the committee believes that the abandonment of the railroad 
should be looked into by the appropriate legislative committee of the House of 
Representatives before any further action is taken on this matter. 

The House also failed to include in the bill language to authorize 
the purchase of 13 passenger-carrying vehicles which would be neces- 
sary to permit the substitution of bus operations for the passenger 
operations of the Panama Railroad. 

The plan of the Company to discontinue operation of the railroad 
and substitute truck and bus operations was discussed fully before 
the Committee on Merchant Marine and Fisheries of the House of 
Representatives at a hearing held on March 29, 30, and 31, 1955. 
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The action taken in reference to the Panama Railroad was Pursuant 
to the indication given in the report of this committee last Vear that 
the Company should consider the matter and adopt the most ero. 
nomical and efficient solution. That solution has been found to jy, 
the discontinuance of operation of the railroad and the use of trucks 
and buses in lieu thereof. Authorization of authority for the Co, 
pany to purchase 13 additional passenger-carrying vehicles is, t} 
fore, requested for this purpose. 

Senator HoLLanp. The House left out that item? 

Governor SryBo.p. They left out the language for the 13 
tional passenger-carrying vehicles, ves, sir, 

Senator HoLttanp. But the money was left in the budget? 

Governor Seyroup. Yes, sir. 


REPUBLIC OF PANAMA FREIGHT TRAFFIC 


Senator Hotitanp. Let me ask you this: Is the railroad lin, 
now used a part of the freight-carrying svstem of the Republi: 
Panama? 

Governor SryBoup, About 40 percent of its freight traffie is to 
Republic of Panama. 

Senator HoLLANp. Is there any other transisthmian railroad? 

Governor Srypoup. No, sir. 

Senator Hottanp. What will be the impact upon the econon 
the Republic of Panama to discontinue the railroad? 

Governor SeyBop. It is a matter which they have been furthe: 
for some time. 

They have several trucking companies that are crowing and t 
really because of the provision of the treaty that we stop operations « 
the railroad in Panama so that naturally all that traffie would vo to | 
Panamanian trucking units and that would give their economy a bh 
boost. 

Senator HoLuanp. Does the railroad extend into the Repub 
Panama? 

Governor Srypoup. Yes, sir: our terminals are in the Republ 

Senator Hottanp. Both terminals? 

Governor SeyBoup. Yes, sir. 

Senator HoLtanp. But the entire mileage between termin:| 
within the zone? 

Governor SeyBoup. Well. the connection, of course, a few vards to 
the terminal from the zone boundary is within the Republic, but 
practically nonexistent. 

Senator HoLttanp. How many United States citizen personne! 
emploved by the railroad? 

Governor SEYBOLD. Approximately 91 with some 330 Panamania 


Senator Houuanp. The unemployment that would be OCCASIONC bos 
by discontinuance of the railroad is confined to the number of em- I thir 
ployees that you have mentioned? and n 

Governor Srypoup. Yes, sir: and heretofore, Mr. Senator, we his | Sey 
been rather successful in placing people whose jobs have been termi- oo 
nated or lost otherwise. Se 

I do not think that we could do it 100 Percent in this case, because "te 


they are employees of a certain type of training and background, but 


Pana 





COMMERCE AND RELATED AGENCIES, 1956 34] 
certainly a number, of which I cannot say how many, we believe we 
vould find places for otherwise in the Corporation. 

Senator HoLLanp. How much time, on the average, would you sav 
‘hese emplovees have had as emplovees of the railroad? 

Governor SEYBOLD. There are several that are ready for retirement. 

There are others that vary down to men who have served maybe 5 
rf years. 

Senator Houianpb. But the personnel, as a rule, is a well-established 
ne that has been there for a long while? 

Governor SEYBOLD. Yes; the railroad has, of course, been in opera- 
‘ion continuously through the period, and I think the Senator is 
familiar with the usual type of railroad employees both operating and 
therwise. 

Senator HOLLAND. Is it a standard or narrow gage? 

Governor SEYBOLD. It is a broad gage. It is 5 feet. The rolling 
tock, of course, 1s outside of several new diesel locomotives, practically 
orn out, 

We still utilize the cars that were obtained in 1920. Most of the 
ys do not have electric lights. We would have to go into a very 
tensive replacement program for all of our rolling stock except for 
bout 50 steel boxears that were bought recently, and I think we would 
lave enough freight and gondolas to carry along for the necessary 
eeds of the Company government. 

We would, I believe, be required to expend somewhere around 
700,000 or $800,000 for capital equipment to maintain reasonable 
service if the trucks and buses are not obtained. 


ATTITUDE OF PANAMANIAN GOVERNMENT 


Senator HoLLANb. Did I understand you to say that the Pana- 
aian Government has been, and is, anxious for the disestablishment 
of the railroad? 

Governor SEYBOLD. Well, they do not particularly care about the 
lisestablishment of the railroad, but they are insistent on handling 
ihe transportation of their own goods and passengers. 

They would not object, of course, if we had this as a standby to 
the usual trucking operations of trucking companies. 

They have one trucking unit or company that is very good. It 
has modern equipment and they are continually moving into this 
eld and we do not attempt to compete because we do feel that it is 
| proper move. They are adding contracts with prime sea carriers 
io set up joint rates so that the railroad sees continual loss. 


DECLINE IN FREIGHT TRAFFIC 


Our record of transport of commercial cargo or freight over that 
railroad has just been a continual decline and our records this vear, 
| think, will come out that we lost about 11 percent over last vear 
ind maybe 5 pereent of passenger traffic. It is continually downhill. 

Senator HoLLaANpb. Their real complaint is against the carriage of 
commercial Panamanian movements by the railroad. They want to 
carry them on the highways. 

Governor SEYBOLD. They want to get that operation back into 
Panama to support their economy. 


LINIVERSITY OF MICH 
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Senator HoLLtanp. Does the recommendation for the discontiny. 
ance of the railroad and its replac ement with a heavy duty trang. 
isthmian road involve the requirement that no commercial traff 
shall go over said road except our traffic and that the Panamaniay 
traffic shall vo over their own roads? 

Governor SEYBOLD. That is the agreement as prese ntly set out ip 
the treaty, which has been signed and is before the Senate for ratifiea. 
tion, that that leg of the road to be built would not be utilized by the 
Panamanian commercial interests for the commercial transfer 0 
freight and passengers from a point in Panama to a point in Panam) 
so that, actually, they have agreed not to use that leg of the highway 
if built. . 

Senator Hottanp. Then they do know all about this plan and are 
in accord with it? 

Governor SryBoup. Mr. Senator, they are greatly interested 
getting us out of the commercial business of Panamanian cargo. 

Senator HoLianp. All right, sir. 


CANAL ZONE GOVERNMENT BUDGET ESTIMATES 


Governor SrysBoup. For the Canal Zone Government for 1956, the 
estimates include an amount of $15,017,000 for operating expenses 
and $1,881,000 for capital outlay. As previously noted, these appro- 
priations represent an advance of funds from the Treasury since the 
entire amount will be repaid to the Treasury through recovery from 
individuals and agencies served and the annual payment by the 
Panama Canal Company of the remaining net costs of operation of 
the Canal Zone Government, including depreciation. 

The $15,617,000 requested for 1956 operating expenses represented 
an increase of $990,000 over the amount appropriated for the Canal 
Zone Government for 1955. $503,000, or well over half of the addi- 
tional amount requested, represe nts increased costs resulting from new 
legislation granting home-leave travel and other fringe benefits to 
employees such as uniform allowances and increased overtime 
compensation. 

RESTORATION OF HOUSE CUT 


The bill as it passed the House included only $14,500,000 for operat- 
ing expenses, a reduction of $517,000. Careful review in the light of 
experience since the preparation of the estimates indicates that our 
home-leave travel costs may be about $200,000 less than originally 
estimated, but restoration of $300,000 of the amount deleted by the 
House is considered necessary to enable the Canal Zone Government 
to meet its responsibilities. 

Senator Hottanp. As I understand it in connection with the 
reduction of $517,000 made by the House, you are asking for restora- 
tion of $300,000? 

Governor SeyBoup. That is correct, sir. 

Senator HoLLaANb. And abandoning the $217,000? 

Governor SEYBOLD. Yes, sir. 

Senator Hottanp. Why are you doing that? 
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HOME-LEAVE TRAVEL 


Governor SrEYBoLp. We found that when this budget was built the 
jeislation for home-leave travel had just been passed. We had no 
record—no pattern that we could rely on—of the numbers of persons 
that would go nor exactly where and how they would go. 

Since that time, we have experienced now about 7 months or so of 
operation of this law and we find that our previous estimates were 
somewhat high. 

Senator HoLLANp. Does that result from the fact that fewer of them 
are traveling by ship than you had expected? 

Governor SEYBOLD. No, sir. In fact, I think more are traveling 
by ship than we had expected and airships are traveling somewhat less 
at the moment in the manner in which it is handled than was originally 
considered. 

Senator HoLtuanp. Is the expense which falls upon you by reason 
of ship travel for home purposes, vac ation purposes, larger than when 
the vacationer goes by air or vice versa? 

Governor SkyBoLp. Well, we do send some employees and their 
families by air—he does not have to go by airif he prefers to travel 
by ship in any case. In determining the mode of travel we take the 
costs as we have developed them for movement over the Panama 
Line, plus rail, per diem, and such costs as from the New York ter- 
minal to his home and balance that against the costs by air. Which- 
ever is cheaper we utilize generally as the method in which he is to go. 

Senator HoLtuanpb. In other words, he does not have any choice? 

Governor SEYBOLD. No, sir; except the choice that if he states that 
he does not want to travel by air, then we find substitute means and 
generally it means that the employe e probably will take a commercial 
boat to New Orleans. It is in that area that air is cheaper than the 
Panama Line and rail out of New York, but the area of air travel is 
in the South-Southwest and California. 

Senator HoLLtanp. Do you pay the actual costs of the employee? 

Governor SeyBoLtp. We furnish him the transportation request; 
ves, sir. 

Senator HoLianp. Is part of the difference between air travel and 
ship travel based on Panama steamship company cutrate fares? 

Governor SEYBOLD. It is on a basis developed of the cost of trans- 
porting this passenger to New York. 

The matter of developing costs for a passenger on a steamship line 
is one of the most intricate that I know of and it is subject to many 
approaches and many determinations any of which could be chosen. 
We look upon this, Mr. Senator, as a matter of outside costs to the 
company because if our costs revolve within the company that is one 
thing, but if we have to pay out solid dollars to the outside, that is 
another ; 

Senator HoLtLtanp. You are familiar, of course, with the action 
taken by the Congress on the second supplemental appropriations act 
this y sar? 

Governor SEYBOLD. Yes, sir. 

Senator HoLuanp. As a result of that action have you put any re- 
strictions on the home-leave travel of personnel? 
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Governor Seyso.ip. We have assigned, of course, or developed | 
allotments to our people and it may be that some would defe; 


travel until the new vear. 


SECOND SUPPLEMENTAL HOUSE REPORT 


Senator HOLLAND. Before the House report on the second supp\. 
mental bill of 1955 directed that the Zone Government employ 
home travel should be paid only at the reduced rate —the r: 
viously available only for travel paid from the personal funds 
employee —did you anticipate that practically all home leave 
be by the Panama Line steamships? 


PERCENTAGE OF STEAMSHIP AND AIR TRAVEL 


Governor SEYBOLD. In our first appreciation of a problem of | 
leave and this is one of the most difficult to administer, that w« 
had, we were balancing general costs as developed then on ai 
Panama Line and other steamships. To answer your specifieque 
tion, we now develop the fact that we expect about 62.4 percent 
travel the Panama Line and 37.6 direct air. 

Senator Hottanpb. That is a change from what prevailed p: 
the adoption of that second supplemental. 

Governor SEYBOLD. Yes, some change. 

Senator HoLLaNnp. Some change in favor of ship travel. 

Governor SEYBOLD. Yes, sir. 

Senator Hottanp. Was the decision to use only two ships for 
sengers made on the theory that employees would be free to choos 
passage by air, for example, if it cost the United States eee 
no more, ‘because of the route the ‘vy trave led, or their assuming | 
part of the cost tn excess of the cost ‘by steamship, which cost, probab! 
substantially exceeds the reduced rate? 

Governor SEYBOLD. I need to make a further explanation of th 
because I think, Mr. Chairman, there is an assumption that is brou 
into that question which had no bearing particularly on the matte 
home leave travel. 

This is a matter on which unfortunately I was unable to giv 
clarification to the House committee, and it revolves around the 
of the steamship Panama. 

In our studies, we had a very complete study made as to the econo! 
of the use of the three ships on the line. 

We found that the most economic use of the 3 ships would be fo 
ships to be utilized for passenger and freight and the other ship, t! 
Panama, was chosen to run a freight run only through most of ¢! 
vear. 

Senator HottaNnp. Do they all make the same run? 


STEAMSHIP SERVICE 


Governor SeYBOLD. Yes, sir; they all leave New York, touch : 
Port-au-Prince, Haiti, and then to the zone. That is a week! 
service leaving New York on Thursday, arriving in the Canal Zone o! 
Wednesday, and they leave the Canal Zone on Saturday and arriv 
in New York on Friday. 
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It just so happened that the House took this action at the time 
when the Panama had been converted to a freighter. 
Bre House that week took action in reducing our supplemental 
propriation for home-leave travel, and in our tabulation of the 
an ber of people that wanted to go on leave throughout the leave 
season, Which is really from May to September, we were deficient 
four-hundred-and-fifty-odd spaces. 
The only way to get those people up was to put the Panama 
immediately back in passenger service, 
senator Hottanp. That was the third ship? 
Governor SEYBOLD. Which I had just taken off passenger service 
week before. 
so, in an effort to fulfill our obligations in home leave—in getting 
<¢ people home— I received the criticism of management, which is 
in the House report. 
a it it was the only way, with the funds available, we could move 
‘ people up home so the ‘vy could have their summer vacation. 
Senator ‘Hotianp. You did move them and did it within the 
budgeted amount, did you? 
(covernor SEYBOLD. Yes, sir. We were going to get most of them 
and there may be a few that are deferred but they would come up, too. 
Senator HoLttanp. Would you proceed with your statement? 


CAPITAL OUTLAY 


Governor SeyBoLpD. $1,881,000 was requested for Canal Zone 
capital outlay, together with $60,100 in unobligated balance expected 
to be carried over from fiscal year 1955. This was $543,075 less than 
ihe total obligations for capital outlay in 1955. Major items in the 
1956 program include $600,000 for commencing the construction of a 
portion of the coordinated sewage collection and disposal facilities 
for the Canal Zone Government and Armed Forces on the Pacific 
side of the Isthmus. 

| would like to state, Mr. Chairman, that for those sums that are 
expended for the Armed Forces, the Government will be repaid from 
the Armed Forces appropriations. 

$260,000 for continuing the sewage disposal project on the Atlantic 
side; $293,000 for additions and alterations to buildings for school 
activities; and $90,000 for studies, plans, and specifications for a 
Trans-Isthmian Highway within the Canal Zone. 

The House reduced the appropriation for capital outlay by $81,000 
and reduced from 8 to 6 the number of automobiles the Canal Zone 
Government would be authorized to — for replacement. 
The 8 automobiles requested include 6 cars used by policemen on 
radio patrol and by the police and fire chiefs in the performance of 
their official duties and 2 ambulances for emergency services. The 
vehicles to be purchased are for replacement of wornout equipment, 
and we request that the bill be amended to include the necessary 
authorization. 


PANAMA CANAL COMPANY BUDGET PROGRAM 


No appropriation is requested to finance the operations or the 
capital program of the Panama Canal Company in fiscal vear 1956. 
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The Company’s capital program for 1956 includes the continu: ition 
of two major programs begun in prior years, namely, the conversion 
of the electric power system from 25-cycle to 60-cycle current ani 
the improvement of the canal channel and harbors. New projects 
in the capital budget inaliaiin the beginning of a $7 million program 
for the replacement of the obsolete towing Toe ‘omotives and cranes at 
the locks, the conversion of the locks’ electrical system ot 60-cycle 
current at an estimated cost of $3.8 million, the establishment of » 
fleet of motor vehicles and facilities to handle essential Company. 
Government traffic after the abandonment of the railroad, and th 
purchase of 15 passenger-carrying motor vehicles. 


INCREASE IN ADMINISTRATIVE EXPENSES 


The estimates requested a limitation on general and administratiy 
expenses of the Panama Canal Company in the amount of $3,850,000 
representing an increase of $261,000 over the amount of the limita. 
tion in the 1955 appropriation act. This increase was largely attrib- 
utable to the cost of home-leave travel under Public Law 737 of the 
83d Congress and an increase in the estimate for employment of con- 
sultants. The bill as reported by the House reduces the limitation 
to $3,589,000, the amount allowed last year. 

After review of the budget program, in the light of experience sinc 
submission of the estimates, the Company requests restoration of 
$160,000 of the amount by which the limitation was reduced in orde 
to pay the cost of home-leave travel not included in the limitation las 
vear. The total amount of the limitation now recommended js 
$3,749,000. 

REPLACEMENT OF PASSENGER VEHICLES 


The House reduced from 15 to 10 the number of passenger vehicles 
the Company is authorized to purchase for replacement purposes 
The new vehicles would be replacements for a like number now in 
service in a total fleet of SO. These vehicles are used for necessary 
transportation of personnel of the Panama Canal Company and Canal 
Zone Government and for transportation of children to and _ fron 
school. The vehicles to be replaced fully meet General Services 
Administration replacement standards. Restoration of authority to 
purchase the 15 vehicles is requested. 

Senator HOLLAND. That calls for language, does it? 

Governor SEYBOLD. Yes, sir. 

Senator HoLttanp. Do we not have prepared language that was 
suggested here? 

Governor SEYBOLD. Yes. 

Senator HoLLANb. That is in this statement here. 


AMENDMENT AND JUSTIFICATION 


We will place in the record at this time the requested amendment 
and justification and the data from pages 777 and 778 of the justifica- 
tion estimates. 

(The documents referred to follow :) 
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THE PANAMA CANAL 
CaNAL ZONE GOVERNMENT CAPITAL OUTLAY 
(House hearings, pp. 825, 827) 
(P. 24, line 17, of H. R. 6367, as reported) 


Authorization of purchase of automobiles 
1955 authorization 
1956 budget estimate 
1956 House allowance xii 
Increase (+) or decrease (—) 1956 estimate over 1955 appropriation __ 
Increase (+) or decrease (—) House allowance from 1956 estimate 
Restoration requested _ 


AMENDMENT REQUESTED 
Page 24, line 17, strike out “‘six’’ and insert “eight” 


HOUSE REPORT 
(P. 10) 


“Capital outlay.—The sum of $1,800,000 is recommended for 1956, an increase 
if $385,000 over 1955 appropriations and a decrease of $81,000 in the budget 
estimate. This appropriation provides funds for improvement and replacement 
of roads and streets, additions and alterations to schools and hospitals, and estab- 
lishment of other municipal services necessary to the operation of the Canal Zone. 
With the exception of an increase for the construction of a sweage collection and 
disposal facility on the Pacific side, the amount approved provides for normal 
annual capital costs.” 

JUSTIFICATION 


The House bill reduces the number of passenger-carrying vehicles that may be 
replaced in 1956 from 8 to 6. The 8 vehicles include 6 cars used by policemen on 
radio patrol and by the police and fire chiefs in the performance of their official 
duties, and 2 ambulances for emergency services. The vehicles to be purchased 
are for replacement of wornout equipment. 


Tar_eE A,—Comparative summary of estimated obligations for capital outlay 


Estimate, Estimate, 
1955 1956 


Appropriation or estimate $1, 415, 000 $1, 881, 000 
Unobligated balance transferred Canal Zone | 

Government,” pursuant to Public Law 453 iavsiaticulasala lade ince coat 1, 129, 275 
Unobligated balance brought forward SES RTA aS 


Total available for obligation. ..----- Se ee | 2, 544, 275 | 1, 941, 100 
Unobligated balance carried forward iscachatoailcas tai peaaareaiiaaetaiaocanatilaca —60, 100 | 


OE Se isiistcdeatnddimidaesciadsnttecbetennonmadindasanast 2, 484, 175 1, 941, 100 
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TABLE B.—Comparative listing of capital projects 


Estimate, 
1955 


Road and street replacements $440, 800 
Replacements, additions, and renewals of equipment 177. 800 
Additions and alterations to buildings for school activities &2, O00 
Additions and replacements to municipal systems &1, 800 
fi« side 50, 000 
Sewage disposal, Atlintie side 251, 502 
Plans and specifications for combination schools activity building, includ- 
ng ROTC armory 
Fire sprinklers for Palo Seco Leprosarium 
Investigations for future projects 
Rehabilitation of plumbing and wiring, Government buildings 
Covered entranceways for schools 000 
Equipment storage shed, Corozal Cemetery 
Investigations, studies, plans, and specifications for transisthmian high- 
way within Canal Zone 40, 000 
inor capital additions and replacements 20, 000 
ng replacement program 973, 783 


Nonrecurring construction (prior year) 286, 400 


Sewage disposal, r 


lotal obligations 2, 484,175 


THE PANAMA CANAL 


PanaMa Cana Company, LIMITATION ON GENERAL ADMINIS’ 
IcX PENSES 


House hearings, pp. 8380-861 


(P. 24, line 22 of H. R. 6367, as reported 
1955 appropriation $3, 589. 000 
1956 budget allowance 3. 850. 000 
1956 House allowance _ 8.589. On 
Increase (+) or decrease 1956 estimate over 1955 appropriation 261, 000 
Increase (+) or decrease House allowance from 1956 estimate 261, 000 
Restoration requested 160. 000 


AMENDMENTS REQUESTED 


On page 25, line 6, strike out “$3,589,000” and insert ‘‘$3,749,000”’. 

On page 25, line 15, strike out ‘‘ten’’ and insert “twenty-eight”’ 

On page 25, line 15, before the words ‘‘for replacement only” insert 
fifteen are”’ 


HOUSE REPORT 
P. 10) 


‘The committee recommends $3,589,000 for administrative expenses 
Conpany during the coming fiseal vear, which will permit continuation 
activities on the same basis as Was authorized for the fiscal vear 1955.”’ 

“The majority of the committee believes that the abandonment of the railt 
should be looked into by the appropriate legistative committee of the House 
tepresentatives before any further action is taken on this matter.”’ 

“The committee was surprised to learn that the steamship Panama was re« 
converted to a freighter and immediately thereafter reconverted to a passer 
earrving vessel. While this may not be too serious as far as its immediate eff 
on the operations of the Company is concerned, the committee wonders wl 
this is an indication of the manner in which other more important decisions ar 
being handled by the Board of Directors of the Company. Such indecision refle: 
improper planning and it naturally prompts inquiry on the part of the commit? 


JUSTIFICATION 


Limitation on ge neral and administrative expense. 


No appropriation is sought for operations of the Panama Canal Compa 
but under the Government Corporation Control Act the Congress annuallypla 
a limitation on general and administrative expenses of the Company for 
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year. The 1955 appropriation act fixed this limitation at $3,589,000. 
get program of the ¢ ‘company requested an increase in the amount of 
tation to $3,850,000, an increase of $261,000. This increase was largely 
ibutable to the cost of home leave travel under Publie Law 737, 88d Congress, 
h was enacted after the appropriation act last year, and an increase in the 
ite for employment of consultants. 
rhe House reduced the limitation to $3,589,000, the amount allowed last vear. 
iter review of the budget program in the light of experience since the submis- 
1 of the estimates the Company requests restoration of $160,000 of the amount 
which the limitation was reduced in order to pay the cost of home leave travel 
included in the limitation last vear. The total amount of the limitation 
recommended is $3,749,000. 


fomobiles 


[he bill as passed by the House reduces the permissible number of replacements 
passenger vehicles from 15 to 10 and fails to include authorization for acquisi- 
f 13 additional vehicles for use in substitution for passenger service now 
ded by the Panama Railroad. 
rhe 15 vehicles are requested as replacements for a like number now in service 
a total fleet of 80 used for transportation of personnel of the Panama Canal 
pany and Canal Zone Government in the Canal Zone and for transportation 
\ildren to and from school. The vehicles to be replaced fully meet GSA 
lards for replacement, and their continued operation is uneconomical. 
The budget program of the Panama Canal Company incorporates a plan to 
the passenger and freight transportation now furnished by the Panama 
oad with trucks and buses to be purchased by the Company. The report 
Senate committee on the 1955 appropriation act withheld approval of the 
penditure of $530,000 for the purchase of 50 boxcars for the Panama Railroad 
| directed that consideration be ove n to the feasibility of replacing the rail- 
with a highway totally within the Canal Zone, utilizing the existing roadbed 
re practicable for the highway. The report indicated that the study to be 
ide should inelude an estimate of the cost of the new facilities requested for this 
rate means of transportation, together with a comparison of the cost of 
ration and maintenance of the railroad and the highway (S. Rep. No. 1373, 
1 Cong., p. 25). 


The s tudy requested by the committee was made and a report was transmitted 
the chairman of the full committee by letter dated March 3, 1955. The study 
| report indicate that the continued operation of the railroad is uneconomical 


hat the use of trucks and buses in lieu of the railroad “or result in greater 
ficiency at less cost. The 1956 budget estimates for the Canal Zone Govern- 
t include $90,000 for further studies and preparation of plans and specifications 
he highway to be constructed entirely within the Canal Zone. 
On the basis of the findings set out in the report to the committee the Board of 
rectors of the Panama Canal Company concluded that the operation of the 
ama Railroad should be discontinued as unnecessary and uneconomical and 
the Isthmian transportation needs of the Company and the Government 
ld be supplied by motor vehicles utilizing the present transisthmian highway 
til a new transisthmian highway within the Canal Zone is built. In 1956 
program for the Panama Canal Company submitted to the committee 
s $650,000 for expenditure for new automotive equipment and related 
facilities to handie these official freight and passenger requirements of 
two agencies. 
omission from the bill of authorization for the purchase of 13 additional 
cer-carrving vehicles will make impossible the substitution of bus opera- 
r passenger operations of the Panama Railroad. In its report the House 
{tee stated: 
najority of the committee believes that the abandonment of the railroad 
be looked into by the appropriate legislative committee of the House of 
Representatives before any further action is taken on this matter’ (H. Rept 


plan of the Company to discontinue operation of the railraod and sub- 
truck and bus operations was discussed fully before the Committee on 
lant Marine and Fisheries of the House of Representatives at a hearing 
on Mareh 29, 30, and 31, 1955. ‘The action taken is pursuant to the indi- 
lon given in the report of this committee last year that the Company should 
usider the matter and adopt the most economical and efficient solution. That 
ition has been found to be the discontinuance of operation of the railroad 
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and the use of trucks and buses in lieu thereof. Restoration of authority for thp 
Company to purchase 13 additional passenger-carrying vehicles is, therefore, po, 


quested for this purpose. 
UTILIZATION OF CONTRACTOR FACILITIES 


Senator Hotuanp. Proceed. 

Governor Srysoip. As the capital program progresses, changes jy 
plans and phasing of obligations between years are frequently found 
necessary in order to pursue the most economical or operationally 
advantageous course. For example, by utilizing in 1955 the availabl 
facilities of the contractor engaged in the removal of the slide hazari 
at Contractors Hill, which Senator Ellender spoke of. 

Senator HoLLtanp. That is the most recent slide vou have had? 

Governor Srypoup. Yes, sir. It was a potential slide. We caught 
it in time, sir. 

The total cost of the project for widening a portion of Gaillard ey 
originally scheduled for 1956 will be reduced by more than $400,000, 
Savings on the Contractors Hill project itself are now estimated at 
$600,000, making a total of $1 million savings anticipated on these 
two projects. 

Governor SryBoip. I may say, Mr. Chairman, that the word 
‘Saving’ is used. What we actually mean is that we have accom- 
plished the work at much less than the original estimates. 

This completes my general statement. 

For further details of the 1956 budget I refer to the justifications 
submitted to the committee, and I will be glad to answer any questions 
that the committee may desire. 

Senator HoLttanp. Do you have anyone else here to supplement 
your statement, or do you wish them simply to be called in if we have 
questions? 

Governor SeyBoup. The latter. 

Senator Toys. Mr. Chairman, I think it is a very informative 
presentation of the financial question that the gentleman is faced with 
in his administrative function. 

Senator HotiaNnp. I think it is a good statement. I am sure that 
we both have some questions for additional information. 

Do you have some in mind? 

Senator Tuyg. No, I do not have. 

Senator Hotitanp. I have heard some statements about the need 
to put the canal activities in behalf of the personnel and the cost of the 
Canal Zone Government on the basis of selfsupport. 


‘ 


CANAL ZONE POST OFFICES 


In that respect does the Post Office Department reimburse the 
Canal Zone Government for running the post office in the zone? 

Governor SEYBOoLD. No, sir; the post offices of the Canal Zone are 
operated independent of the United States Post Office System. 

The post office is a part of the Canal Zone Government operation. 

Senator HoLuanp. Paid for out of the Canal Zone budget? 

Governor SeyBoup. Yes, sir. 

Senator HoLLanp. What is the justification for that? 

Governor Srysoup. It has been a matter of long standing, of 
course. It has always been felt, and properly so, that the operation 
of additional agencies tends to complicate the entire operation there. 





Fo! 
matte 
funds 
desire 

On 
are ct 


hee 


receip 


eS In 
ound 
nally 
lable 


Zari 
|? 
ughit 
| cut 
O00, 


“l al 
these 


word 
Com. 
tions 
tions 
ment 
have 
ative 
with 


that 


» the 
e are 


tion. 


x, of 


ntion 
here, 


COMMERCE AND RELATED AGENCIES, 1956 301 


For example, when a new agency comes to the Canal Zone it is a 
matter of furnishing them housing; it is a matter of their budgeting 
funds for schools and hospitals, and so on, and it has been considered 
iesirable that the entire operation be carried on by one agency. 

On the other hand, with reference to the post office services, there 
are certain items which are a detriment to the operation of the post 
office within the Canal Zone Government or Company operation. 


USE OF TWO KINDS OF STAMPS 


That is, it requires different stamps in itself, and people have to 
buy and keep two kinds of stamps. 

it is not quite the same as though you were operating with one full 
(nited States postal service. 

Senator HoLLAND. Why do you have to have two kinds of stamps? 

Governor SryBoup. For example, if you want to send a special 
ielivery letter here, the United States postal service will not accept a 
secial delivery Canal Zone stamp. 

So that has to be furnished in addition to the usual Canal Zone 
postage. 

Senator Taye. Why would not the Post Office recognize a special 
lelivery stamp from down there? 

Governor SryBoup. I think it is because the revenue of a special 

livery stamp goes to the office of receipt rather than the office of 
ssue 

Senator Tuyk. It is not something that could not be corrected? 

Governor SEYBOLD. I suppose so. 

Senator Tuyr. It sound a litthe cumbersome to me. For that 
reason I am not so sure but what it is just something that has been 
permitted to exist when it is only a matter of a conference with the 

postal authorities and with you, sir, and if any directive is necessary 
fom Congress, I think Congress could issue the directive. 

It just seems to me as if you had an extra hump here that was not 
needed, that you are constantly trying to get over. 

Governor SkeyBoutp. We have never gone into the matter. 

Senator Toye. Mr. Chairman, | would suggest, because it sounds 
very complicated to me, that if you are going to have an existing 
system that is functioning independent of the United States postal 
vrvice, it just seems to me to be something that might well be taken 
ip with the Postmaster General and if there is anything that requires 
a legislative directive I think we could furnish that unless it is a 
constitutional amendment, and I cannot conceive of that. 

Senator HoLLAND. Does the Canal Zone have a postmaster general 
of its own? 

Governor SeyBoLp. We have a man who is head of the post office; 
ves, Sir, 


RECEIPTS FROM SALE OF STAMPS 


Senator HoLLAND. Does the money received from the sale of local 
stamps accrue to the Canal Zone? 

Governor SEYBOLD. It goes to miscellaneous receipts of the United 
‘tates Treasury. 

Senator HoLLaANp. It is not computed at all, then, as part of the 
receipts of the Post Office Department? 


63332—55——23 
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Governor Stysoup. No; I do not think so. 

Senator HoLLANb. But the Post Office Department of the United 
States handles the mail that your stamp is on other than special 
delivery or airmail? 

Governor Srypoup. Of course, we in turn handle theirs. 

Senator HoLuanp. Is there any other place where the Americay 
flag flies that the Post Office Department of the United States does 
not have jurisdiction over the mails and the stamps? 

Governor SEYBOoLb. | would not know of it. We have, of cours, 
followed all their procedures and keep in close touch with them al! 
the time. In effect it is the same system. 

Senator HoLtLtanp. Except that you keep your own money? 

Governor Srypouip. The deficits, of course, go to the company, too 

Senator HoLiaNp. Is there a postal operating deficit? 

General SeYBoup. Yes. 

Senator HoLLANnp. It does seem an anomolous thing to me to think 
that there is an area of the United States that does not have its post 
office department operated as a part of the United States postal service 

I hope in the statement you are going to submit vou will submit 
small paragraph stating how the post office department functions 

(The information referred to follows:) 


CaNAL ZONE PosTat OPERATIONS 


By act of Congress the Governor is authorized to maintain and operate th 
Canal Zone Postal Service including a money-order system, a parcel-post svster 
a postal-savings system, and other services, to establish post offices, to prescril 
the postage rates, and to prescribe the postage stamps (Canal Zone Code, title 2 
secs. 271 to 281). However, the United States domestic postage rates apply t 
regular mail, and the Jaws and regulations of the United States postal servic 
apply to the extent their terms so provi¢ . and to the extent that the Governor 
determines them to be applicable. The Canal Zone postal service operates 
a unit of the Canal Zone Government. F on for the purpose are appropriated 
by the Congress and revenues are returned to the Treasury, with any net operat- 
ing deficit being borne ultimately by the Panama Canal Company as part of the 
net costs of operation of the Canal Zone Government. 


Financial results of Canal Zone postal operations 


1954 actual 1955 estimate 


Costs $1, 108, 547 $1, 120, 600 
Recoveries 943, 032 925, 000 


Net costs 165, 515 195, 600 


CUSTOMS AND IMMIGRATION SERVICE 


Senator HoLiaNnp. I note that there is $439,100 budgeted for 1956 
for customs and immigration service. 

Does not the Treasury Department or Justice Department reim- 
burse you for these particular activities? 

Governor SeysBo.p. No, sir: because that is mostly service to the 
Republic of Panama. 

Of course, we have to be very careful in screening people going 
through the Zone iato Panama. As we see it, the proper charges on 
the operation of the canal, you might think of as the cost of dog 
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business. We have to do this for Panama because they have no ports, 
Panama uses our seaports. They have an airport, but no seaports. 

So that the matter of people embarking at the Canal Zone has to 
be taken care of in this manner. 

So, in my opinion, I think it is just as any corporation might be 
operating having a peculiar cost in its location and this cost of doing 
business really Is a part of the cost of the Company, although this 
actual activity is within the Government. 

Senator HoLLaNnpb. Then this appropriation if authorized would 
come out of Panama Canal money? 

Governor SEYBOLD. It comes in an appropriation for the Canal 
Zone Government and, of course, like all things, the net cost of that 
is repaid to the United States Treasury by the Panama Canal Com- 
pany. 

Senator HoLLANb. The upshot of it is that this operation is charged 
to the canal operation? 

Governor StyBpoup. Yes, less such fees and other revenues as 
obtain in its actual operation. 

Senator HoLLANb. The way you justify that is because you think 
in the main that is the cost of doing business with the community of 
which the Canal Zone is a part? 

Governor SEYBOLD. Yes. 

Senator HoLLtanp. And because the security operations are so vital 
that the volume of such business is a great deal more than would be 
expected if that security question did not exist? 

Governor SryBoip. Well, it is the same problem of course, that 
you have on entry of any seaport, any port of entry. 


INCOME-TAX COLLECTIONS 


Senator HoLLtanp. Approximately how much is collected in income 
taxes from the employees of the Panama Canal, both the zone and 
the Company? 

Governor SeysBoup. I think our records show approximately $3% 
million. 

Senator HoLLanp. Does that include the Armed Forces and their 
employees? 

Governor SryBoip. No, this is just collected by the Company 
Government and does not include any people in defense or any other 

civilians of other Government agencies. 

Senator HoLianp. Do you have any gasoline taxes down there? 

Governor SeYBoLD. No, sir. 

Senator HOLLAND. Excise taxes of any kind? 

Governor SEYBOLD. No, sir. 

Senator HoLLtanp. You get no Federal grants, such as matching 
funds for road construction? 

Governor SEYBoLp. No, sii 


HEALTH OPERATIONS 


Senator HoLLtanp. What about vour health operations? 

Governor SryBo.ip. We support it all. 

Senator HoLtuanp. Health, education, roads, hospitals, railroads, 
all operated as a separate empire? 
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Governor SrysBo tp. No, sir; I wouldn’t say a separate empire, Mr, 
Chairman. I would say as a unit of the Panama Canal Company. 

Senator THyn. It is a separate empire from the standpoint of excise 
taxes. 

Senator HoLuanp. On page 7 of your statement, Governor Seybold, 
you referred to the allocation of charges for general administrative 
expense to service activities. 


GAO AND HOOVER COMMISSION RECOMMENDATIONS 


I take it that you do not feel that you can agree entirely with certain 
recommendations of the Hoover Commission or with some prelimin: Tay 
audit report recommendations of the General Accounting Office? 

Governor Srypoup. No, sir. We feel very strongly, sir. With 
your permission I have a statement here that I would like to read as 
we do not agree with this principle as developed by the General 
Accounting Office. 

Senator Hottanp. Have you made your reply to the General 
Accounting Office? 

Governor SryYBoup. No, sir; we have just received this report here 
in the last week. 

Senator THyr. Mr. Chairman, I cannot stay many more minutes 
because it is 25 minutes to 5, but I wondered whether the gentleman 
could highlight his objections without reading it. 

You must have 5 or 6 pages there. 

Governor SrysBoup. It is very difficult to highlight. I don’ 
believe we would get the intent, Mr. Senator, if I attempted that. 

Senator HoLuanp. I was not intending to permit this to be read 
now because, after all, that is something that is going to require a 
detailed study. I was going to ask the general to place that statement 
in the record as part of his statement. 

Governor Srypoup. | will be glad to. 


COMMENT ON GAO RECOMMENDATIONS 


Senator Hotianp. I think after our staff has analyzed it carefully 
we will be in better shape to ask for further details if we wish to, if 
it meets with your approval. 

Senator Toye. It meets with my approval. 

(The statement referred to follows:) 


CANAL ZONE GOVERNMENT, 
OFFICE OF THE GOVERNOR, 
Balboa Heights, C. Z., June 2, 1955. 
Hon. Spessarp L. Houuanp, 
Chairman, Subcommittee on Department of Commerce and Related Agencies 
Committee on Appropriations, United States Senate. 


DEAR SENATOR HOLLAND: During the hearing on the 1956 budget estimates of 
the Canal Zone Government and budget program of the Panama Canal Compan) 
it was suggested that my comments on the two new recommendations contained 
in the 1954 Audit Report of the General Accounting Office be transmitted to the 
Comptroller General and that a copy of the letter be furnished to the committee 

I have stated the general position of the Company in reference to the new 
recommendations in a letter to the Comptroller General dated June 1, 1955, anda 
copy of that letter is enclosed for the use of the committee. 

Sincerely yours, 
J. S. SeyYBoup, Governor. 





COMMERCE AND RELATED AGENCIES, 1956 


PANAMA CANAL COMPANY, 
OFFICE OF THE PRESIDENT, 
Balboa Heights, C. Z., June 1, 1956. 
Hon. JosepH CAMPBELL, 
Comptroller General of the United States. 


DeaR Mr. CAMPBELL: After review of the report on the audit of the Panama 
Canal Company and Canal Zone Government for fiscal year 1954, I feel that 
[ should communicate to you directly my views on the two new recommendations 
to Congress contained in the report. Those recommendations are (1) that a 
specifie plan for liquidating the investment of the United States Government in 
the Panama Canal Company be incorporated into the basic legislation, and (2) that 
the formula for establishing toll rates be amended to include the recovery of losses 
sustained by the Company in the operation of business activities. 

In reference to the first recommendation, as the report points out the Com- 
pany’s charter now places on the Board of Directors the responsibility to appraise 
annually its working capital requirements, together with reasonable foreseeable 
requirements for authorized plant replacement and expansion, and to pay into 
the Treasury as dividends the amount of funds in excess thereof. Such dividends 
are treated as applicable to reduction of past or future Government eapital con- 
tributions for interest purposes. 

The first new recommendation in the 1954 report would withdraw this authority 
by requiring annual payment into the Treasury of an amount at least equal{to 
the depreciation and amortization for the year. The recommendation appears 
to be premised on the assumption that the Board of Directors has failed to pay 
into the Treasury funds in excess of its working capital requirements and reason- 
abel foreseeable requirements for plant replacement and expansion. A second and 
somewhat inconsistent premise is that the Company should be required to pay 
into the Treasury all funds in excess of working capital requirements and obtain 
annual appropriations for plant replacement and expansion. 

The propriety of the action taken to date by the Board of Directors in this 
connection appears to be amply supported by the budget estimates for 1956 which 
project a cash deficiency in that year. It now appears that the Company’s 
retained funds will not be sufficient to finance necessary capital improvements 
in fiscal year 1957, and appropriations for that purpose will probably be required 
in that year. 

The whole purpose of the 1951 reorganization was to place the affairs of the 
Company on a corporate basis as distinguished from the procedures applicable 
to so-called spending agencies of the Government operating with appropriated 
funds. The requirement that appropriations be obtained to finance all major 
plant replacement and expansion would in effect reverse the objective of the 
reorganization and to a large degree withdraw management of the corporation 
from the Board of Directors. Adequate control of capital expenditures is main- 
tained by Congress through annual review of the Company’s budget program 
under the Government Corporation Control Act. 

The second new recommendation in the 1954 report is that the formula for 
establishing toll rates be amended to include the recovery of losses sustained by 
the Company in the operation of business activities. This reference to losses 
1 the so-called business activities as contrasted with a profit in the activities 
escribed as canal activities is misleading and creates a distorted picture of the 
results of operation since 1951. To arrive at the conclusion that such losses 
exist the report treats the canal operation and supporting activities as separate 
and asserts that the corporate charter now requires an allocation of general 
corporate expenses to each activity determined by an arbitrary fixed formula. 
The report does not specify any specific language of the statute requiring such 
allocation and the interpretation advanced by the report is contrary to the 
settled administrative construction by the agency charged with its administration. 
Furthermore the allocation of general corporate expenses in the manner suggested 
is at variance with our understanding of accepted principles of corporate account- 
ing and management. 

The enclosed paper prepared by my staff, in which I concur, explains the 
position of the Company in its construction of the corporate charter and outlines 
the basis for our noneconcurrence in this recommendation of the report. 

Sincerely yours, 


1 
a 


J. S. SeyvBoup, President. 
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COMMENT ON RECOMMENDATION OF GENERAL ACCOUNTING OFFICE REPORT? pop 
Fiscan YEAR 1954 ror AMENDMENT OF FoRMULA FOR ESTABLISHING To,, 
RATES 
The Panama Canal Company construes its charter as providing for a singe 

operational mission—that of operating the canal for the movement of ships from 
one ocean to the other. Supporting activities are maintained only to contribut 
to the performance of that mission, and tolls must be established at rates to cover 
the net cost of the entire operation. Some of the supporting activities are able 
incidentally to make sales or perform services for persons or organizations other 
than the users of the waterway. In these cases fair and reasonable prices ay 
established with a view to recovering all direct costs and applying to genera 
corporate expenses any recoveries over and above direct costs, 

The part of the audit report that refers to losses in so-called business activiti 
of the Company as contrasted with a profit in the canal activity is misleading and 
creates a distorted picture of the results of operation since 1951. To arrive at 
this conclusion, the report treats the canal operation and supporting acti 
as separate and independent with an allocation of general corporate expenses to 
each activity determined by an arbitrary fixed formula. 

This process of allocation results in the conversion of costs into losses. Valu 
or amounts allocated by an arbitrary formula diminished by the net operati 
balances are renamed “losses’’. These same values applied to the fiscal structun 
of the Company as a whole produce a net return. The method suggested by t! 
GAO inevitably implies lax management and incompetency. Few persons other 
than those familiar with accounting practices of the Company would understand 
the process or comprehend its working. 

The fixed allocation of general corporate expenses to supporting activities 
ignores the economic realities of the canal enterprise and represents nothing mor 
than an exercise in arithmetic. According to the report, the Company lost $54 
million on noneanal activities during the vear and realized a net profit of $9.5 
million on the canal activity. Similar figures are developed in the report for t! 
3-vear period since 1951. The conelusion that noncanal activities lost $5.4 : 
lion when in fact they contributed $4 million to general expenses and in additio: 
bore a substantial amount of fixed operating costs such as depreciation that 
otherwise would have been charged to the canal is difficult to understand. 

An illustration may serve to disclose this fallaev. The Company’s Industrial 
Division which operates a drydock and performs heavy industrial-type services, 
did $1,961,494 of outside business in 1954. \ecording to analysis in the report 
the Company lost $290,000 on this business. In fact, the business produced a 
contribution to general expenses of the Company of $282,921. In addition, if 
this business had not been obtained, it is estimated that the cost of work performed 
by the Division for the Company’s own activities, primarily the canal, aggre- 
gating $1,254,931, would have been increased by approximately $300,000. T! 
external business, therefore, really produced a saving to the Company of mor 
than $500,000 rather than a loss of $290,000 as computed in the report. 

A somewhat similar analysis can be made for nearly every activity concerned, 
and the concept that the Company lost money through conducting them is at 
variance with the facts. If there had been no outside sales of collateral and 
supporting services during the year, there would actually have been a net loss 01 
the canal activity alone for 1954 and not a net profit of $9.5 million. 

Apart from general objections to the allocation method as a matter of sound 
business practice, there is no acceptable formula for the allocation of joint costs, 
and the percentage assigned to the various activities in the audit report fluctuates 
from vear to vear. For example, in allocating the cost of Canal Zone Government 
a basis was used which yielded percentages to canal activities of 65, 63, and 5 
percent for 1954, 19538, and 1952, respectively, but the use of another basis, whicl 
would provide 78 percent, is reeommended on page 16 of the report. 

Inevitably, the application of the allocation theory used in the audit report 
would result in a demand for unwarranted increases in prices charged by 
supporting services. This will result in driving business away from these activities 
and reducing volume below the break-even point, thereby leading to further 
demands for price increases which in turn would drive away more business. In 
such circumstances allocation on a revenue basis would result in apportionment 
of more general corporate expenses to other activities, reflecting adversely on 
their results. In operating any activity, the pricing objective that will produce 
the greatest total benefit is that which will produce the maximum operating 
income before general corporate expense. 
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In the end, the audit report recognizes that under any circumstances amounts 
of general corporate expense not recovered by contributions from individual 
activities should be paid out of tolls. The report states, however, that this is 
tt permitted by the law in its present form and recommends amendment to 
permit such financing. 
' The audit report does not point to any language of the present law requiring 
allocation of general corporate expenses. Instead the report states on page 5 
that “the legislative hearings and reports of congressional committees preceding 
the reorganization indicate the intention that the Company would be self- 
sustaining and the canal and business activities would each bear its own costs of 
veration, including interest, depreciation, and an appropriate share of the net 
cost of Canali Zone Government.” It is true that the statements of some of the 
vitnesses during the hearings on the reorganization legislation, based on then 
irrent assumptions and forecasts, did express the view that each individual 
rting activity would be self-supporting. But Congress, realizing the unecer- 
tainty of such projections, Wisely did not write such a provision into the law and 
either did it incorporate the requirement of allocation of any general or indirect 
expenses, Other than the net cost of Canal Zone Government. Experience in 
erating under the reorganization legislation has fully justified the omission of 
uch requirements, and it is recognized by all coneerned that the allocation theory 
is unworkable. 

We believé that the results obtained under the policies and practices adopted 
by the Company have clearly met the broad objectives of the reorganization 
legislation and are within the framework of the specifie statutory requirements. 
As far as the effect upon the shipping industry is concerned, the results have 
been far better than the framers of the law had led the Congress to believe in 
their testimony. The Company has used the broad powers given to it by the 
law and exercised the flexibility of operating policy which the reorganization sought 
to bring into the enterprise. Methods of allocating costs between various classes 
of consumers, which were outlined by some of the witnesses who testified during 
the hearings on the reorganization legislation, contemplated that much more 
could be recovered from Company-Government employees and other persons and 
agencies serviced by the Company in its collateral activities than has proven to 
be the ease. This is due in part to changed economic conditions on the isthmus 
ind to lack at that time of adequate knowledge of market elasticity in certain 
areas. ‘The Company has applied what it believes are sound business principles 
in meeting these changing economic conditions, and there is no question but 
what the results obtained from the Government’s viewpoint more than justify 
the granting by the Congress of such operational authority to the Company. 


ZONE-OPERATED STORES AND COMMISSARIES 


Senator HoLLANpb. Civilian emplovees of the armed services are 
given the right to buy both in zone-operated and military stores and 
commissaries, are they not? 

Governor SEYBOLD. Yes, sil 

Senator HoLLaAnpb. In the States they are permitted to buy in 
military stores only when they do not have access to commercial 
markets. Is that limitation applied in the zone? 

Governor SryBotp. No. Due to the conditions, you might say 
foreign conditions, of the zone, that limitation is not placed on them. 
The Armed Forces also buy in our commissaries 

Senator HoLtLanp. Do you know any reason why the civilian em- 
plovees of the armed services in the Canal Zone should not use only 
the Company’s commissaries since they live generally in the same 
areas and receive the same pay differential as United States pi n 
employees of the Canal Zone Government and the Panama Canal 
Company? 

Governor SryBo.tp. They are authorized to use our commissaries, 
Mr. Chairman. 

Senator HoLLANp. They are also using the post exchanges and the 
military commissaries, are they not? 
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Governor SryYBoup. That is correct. 

Senator HoLtuanp. Is not the price at those military commissarie 
even less than the price at the Canal Zone stores? 

Governor SEYBOLD. Yes, to some extent. 

Senator Hontanp. Are you cognizant of the fact that there hy. 
been some question raised as to whether the civilian employees of th» 
armed services in the Canal Zone should be required to avail them. 
selves of the services of the Canal Zone stores rather than of thy 
military stores? 

Governor SEYBOLD. Yes, that was the recommendation of 
Hoover Commission. 

Senator HoLLanp. What is your view on that? 

Governor SryBoup. I think that the reverse should be accom. 
plished, whether the military should allow them to use the military 
stores. 

We authorize them to use ours now. They have the authority and 
do to an extent utilize the Panama Canal commissaries. 

Senator HoLLANp. You invite them to do so? 

Governor SEYBOLD. Yes, sir. 

Senator HoLLtanp. The question is whether or not they should be 
allowed to depart from the custom and the law that prevails elsewhere 
after which the question is whether there are other stores available. 
civilian or other stores than military supply stores. 

If there are such stores available they are not permitted elsewhere 
to patronize the military stores. 

In other words, they are not allowed to use the military stores as an 
avenue of competition with any civilian-run commercial establish- 
ments that are just as available. 

Now, how would you apply that practice elsewhere to the situatio: 
that vou have in the Canal Zone? 

Governor SeyBouip. Under such a ruling or principle, why, definitely 
it would seem as though their trade should be with the Panama Cana 
stores. 

Senator Hotianp. Do not the civilian employees of the military 
service have all the allowances, extra pay, every other privilege, thai 
your own civilian employees have? 

Governor SeyBoup. That is correct. 

Senator Hoituanp. Therefore, allowing them to purchase at th 
military establishment when your civilian employees cannot do so 
naturally makes for a differential in living costs between vour civilia 
employees and the military civilian employees? 

Governor SeyBoup. That is right. 

Senator Hotitanp. And the differential would not exist if the same 
practice employed everywhere else except the Canal Zone were applied 
there? 

Governor SryBoup. That is correct. 

Senator Houtianp. All right. Thank you. 

The subcommittee will recess — Tuesday at 10 o’clock. 

(Thereupon, at 4:45 o’clock p. m., Friday, May 27, 1955, the sub- 
committee was recessed, to reconvene at 10 a. m., Tuesday, May : 
1955.) 
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DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATIONS, 1956 


TUESDAY, MAY 31, 1955 


UnitrED States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room F-82, 
the Capitol,.Hon. Spessard L. Holland (chairman of the subcommittee) 
presiding. 
Present: Senators Holland and Potter. 


ST. LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


STATEMENTS OF LEWIS G. CASTLE, ADMINISTRATOR; M. W. 
OETTERSHAGEN, DEPUTY ADMINISTRATOR; E. REECE HARRILL, 
COMPTROLLER; RAYMOND F. STELLAR, ENGINEER; COL. W. F. 
POWERS, CORPS OF ENGINEERS 


HOUSE ALLOWANCE 


Senator HoLttanp. The subcommittee will come to order. 

This morning we take up title III of the bill, which we hope to con- 
chide at this session. 

We will hear first Mr. Lewis G. Castle, Administrator of the St. 
Lawrence Seaway Development Corporation. 

The House allowed the amount of the estimate for 1956, for admin- 
istrative expenses, $280,000, which is $30,000 more than the 1955 
limitation. 

This is the first fiscal year of this Corporation’s life. The House 
did not include language proposed in the budget to make $2,500 
available to the Administrator for emergencies and extraordinary 
expenditures. 

AMENDMENT AND JUSTIFICATION 


The letter from the Administrator requesting amendment of the 
bill, the language proposed and its explanation, and pages 4 through 8 
of the justification will be inserted at this point in the record. 

[ also insert in the record at this point a letter from the Administra- 
tor advising of the decrease in the present total estimate of 
expenditures for the seaway. 

(The documents referred to follow:) 
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St. LAWRENCE SEAWAY DEVELOPMENT CORPORATION, 
Washington, D. C., May 24, 1955. 

DeaAR SENATOR HaypeEn: In the budget of the United States Government for 
the fiscal vear 1956, as submitted by the President to the Congress, the limitation 
on administrative expenses relating to the St. Lawrence Seaway Development 
Corporation on page 205 included the following proviso: 

“* * * Provided further, That not to exceed $2,500 of the funds made avyail- 
able for administrative expenses may be used for emergencies and extraordinary 
expenses to be expended upon the approval or authority of the Administrator,” 

The full committee print of the appropriations bill for the Department of 
Commerce and related agencies for the fiscal year ending June 30, 1956, does not 
contain the above proviso. The reason for the omission by the House is not know; 

It is our desire to have this provision reinstated in the bill. The St. Lawreng 

tiver development is being carried out jointly by four governmental agencies 
namely, the United States, Canada, Province of Ontario, and New York Stat 

Because of the necessity for close cooperation and coordination in carrying out the 
development programs, many meetings and conferences among all the participants 
are required. When representatives of the Corporation are guests of our counter- 
parts many courtesies are extended. Likewise, when they are our guests we fe¢ 

we have an obligation of hospitality which cannot be ignored. It is felt th 
United States receives considerable benefit through reciprocal treatment in 
reasonable measure. There are also obligations with local interests which require 
some funds of this nature. 

If these funds are not made available and we are unable to return courtesies, it 
would be an embarrassing situation. It would be too much of a personal burd 
on the officials of the Corporation to return these favors by use of their own funds 
There is every indication the other participants in the St. Lawrence River Devel- 
opment, as well as local interests, will continue to extend these courtesies in the 
future. 

This fund will be used with extreme care and only where such expenditures ar 
felt justified in carrying out the official duties of the Corporation. Your favorable 
consideration of the appeal will be greatly appreciated. 

Sincerely yours, 
Lewis G. CastLe, Administrato 


APRIL 5, 1955 
Hon. Cart HaypeEn, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 

Dear Senator Haypren: Since the budget for the St. Lawrence Seaway 
Development Corporation was prepared and published in the budget of the 
United States, there has been a basie change in the 1956 program of work whic! 
affected most of the statements and justifications submitted in the original budget 
This change resulted from a decision to defer work at Point Roekway, which was 
based on an exchange of notes between the Canadian Government and the United 
States Government on February 28, 1955, a copy of which is attached. Under 
this agreement, and based upon the estimates as of October 1954, the estimated 
investment of the United States Government in the seaway project is reduced 
$17,742,000, from $99 million to $81,258,000. The estimated expenditures for 
the fiscal year 1956 are reduced $3,757,000, from the original estimate of 
$23,112,000 to $19,355,000. 

Tne amended budget has been submitted to the Bureau of the Budget for their 
review and approval. Attached is a copy of a letter from the Bureau of the 
Budget dated March 31, 1955, concurring in this change. 

Transmitted herewith are 25 copies of the amended budget for use by members 
of the committee and your staff. 

Sincerely yours, 
Lewis G. CastLe, Administrator. 
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ExcHANGE OF LETTERS REGARDING CONSTRUCTION PLANS FOR THE ST. LAWRENCE 
SEAWAY 
Unirep Srates Empassy, 
Ottawa, Canada, February 21, 1955. 
The Honorable L. B. PEARson, 
Secretary of State for External Affairs, 
Oltawa. 

DeaR Mr. Pearson: I refer to conversations which were held recently between 

yurself, Mr. Howe, and Ambassador Heeny and, on our side, Mr. Wilson, 
\Ir. Anderson, and myself, on our respective plans for St. Lawrence seaway 
sonstruetion,. 

n the light of these conversations, and of the exchange of notes of August 1954, 
inderstand that the Canadian Government under present conditions will not 
struct navigation facilities Which bypass the power dams in the Cornwall- 
Barnhart Island areas. {it is further understood that while the Canadian Govern- 
ent intends to acquire land now in that vicinity to provide such facilities at some 
ire date, such construction will not be initiated until after discussions between 

Oo governments 

The United States Government has, as vou know, a statutory obligation under 

Public Law 358, 88d Congress, to construct facilities for 27-foot navigation in 
t in the vieinitv of Point Roekway, N. Y., opposite Iroquois, Ontario. However, 
juire since the Canadian Government has awarded a contract for construction of 
jlities for 27-foot navigation at Iroquois, we will seek congressional action at 
an appropriate time to be relieved of this statutory obligation for such construc- 
tion and, thereafter, will not initiate such construction until after discussions 

etween the two governments. 

Under these arrangements the Canadian canal and lock at Iroquois will be the 

lusive means for navigation to bypass the power project control dam at that 
poit Similarly, the Long Sault Canal, with two locks near Massena, N. Y., to 

e construeted by the United States, will be the exclusive means for navigation 
to bypass the dams in the Cornwall-Barnhart Island area. 

These arrangements eliminate uneconomical duplication of navigation facilities 
for 27-foot or lesser draft on opposite sides of the St. Lawrence River to bypass 
the power and control dams in the International Rapids section, and retain the 
development on a joint basis of this common undertaking of our two countries, 


consistent with the principles of St. Lawrence seaway legislation of both countries. 
I would appreciate your confirming that this letter represents the views expressed 
in our meetings. 
Respectfully yours, 


R. Dovetas Stuart, 
The Secretary of State for External Affairs, Canada. 
Orrawa, February 22, 1958. 
His Excellency R. Douauas Srvuarrt, 
Ambassador of the United States of America, Ottawa. 

My Dear Amsassapor: In reply to your letter of February 21, 1955, on our 
respective plans for the construction of the St. Lawrence seaway, I wish to confirm 
that your letter represents the views expressed in our meetings. 

Yours sincerely, 
L. B. PEARSON. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., March 31, 1956, 
Hon. Lewis G. Cast Le, 
Administrator, St. Lawrence Seaway Development Corporation, 
Washington 25, D. C. 

My Dear Mr. Castie: This will acknowledge receipt of your comptroller’s 
letter of March 24 submitting an amended budget and justifications therefor for 
the St. Lawrence Seaway Development Corporation for fiscal year 1956. The 
amended budget is necessitated by the exchange of notes between Canada and 
the United States whereby the work at Point Rockway was deferred. 


LINIVERSILTY OF Mit 
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The amended budget shows a decrease in the net budgetary expenditures for 
the Corporation for fiscal year 1956 from $18 million to $16 million. 
The Bureau of the Budget has no objection to your submission of the amended 
budget to the Appropriations Committees. 
Sincerely yours, 
PercivaL F. Brunpaae, Acting Directo 


St. LAWRENCE SEAWAY DEVELOPMENT CORPORATION 
LIMITATION ON ADMINISTRATIVE EXPENSES 
(House hearings, pp. 787 to 797) 

(P. 29, line 3, of H. R. 6367, as reported) 


1955 appropriation 5 $250, 000 
1956 estimate ; 280, 000 
280, 000 


RESTORATION REQUESTED IN LANGUAGE 


Amendment requested 

On page 29, line 3, after “per day” insert ‘‘Provided further, That not to exceed 
$2,500 of the funds made available for administrative expenses may be used for 
emergencies and extraordinary expenses to be expended upon the approval or 
authority of the Administrator.” 


’ 


HOUSE REPORT 
Title II I—Independent agencies 

“St. Lawrence Seaway Development Corporation: The Corporation was created 
to construct, maintain and operate that part of the St. Lawrence seaway to be 
located in United States territory, as authorized by Public Law 358, 83d Con- 
gress. The committee recommends the full amount of the budget estimate. 
$280,000, for administrative expenses during the coming fiscal year. The nominal 
increase of $30,000 over 1955 will enable the corporation to employ three additional 
technicians who will be required as the major construction program gets under- 
way.” 

JUSTIFICATION 
pow 

The St. Lawrence River development program is being carried out jointly by ion 
four governmental agencies, namely, St. Lawrence Seaway Development Corpora- I 
tion of the United States, the St. Lawrence Seaway Authority of Canada, the trat 
Hydroelectric Power Commission of Ontario, and the Power Authority of th 
State of New York. In addition the activities of the Seaway Corporation have 
to be coordinated with the St. Lawrence River Joint Board of Engineers, the 
International Joint Commission, and the Board of Hydraulic Control, all inter- 
national organizations. 

secause of the necessity for close cooperation and coordination in planning 
and carrying out the St. Lawrence River development program, many meetings 
and conferences among all the participants are required. When representatives 
of the Corporation are guests of our counterparts, many courtesies are extended. 
Likewise when they are our guests we feel we have an obligation of hospitality 
which cannot be ignored. It is felt that the United States receives considerable 
benefits through reciprocal treatment in reasonable measure. There are also 
obligations with local interests which require some funds of this nature. There is 
every indication the other participants in the St. Lawrence River development, 
as well as local interests, will continue to extend these courtesies in the future. 

If these funds are not made available and we are not able to return these 
courtesies, it would cause an embarrassing situation. It would be too much of a 
personal burden on the officials of the Corporation to return these favors by use 
of their own funds. 

This fund will be used with extreme care and only where such expenditures 
are felt justified in carrying out the official duties of the Corporation. 





, 000 
, 000 
, 000 


ated 
() be 
Son- 
late, 
Linal 
onal 
der- 


by 
Or a- 
the 
the 
lave 
the 


iter- 


ning 
ings 
ives 
led. 
lity 
able 
also 
“e is 
ent, 
es 

hese 
of a 
use 


uares 


COMMERCE AND RELATED AGENCIES, 1956 363 


BUSINESS-TYPE STATEMENTS—ST. LAWRENCE SEAWAY DEVELOPMENT 
CORPORATION 


PURPOSE AND FINANCIAL ORGANIZATION 


- The St. Lawrence Seaway Development Corporation is a wholly owned Govern- 
ment Corporation authorized to construct operate, and maintain that part of the 
st, Lawrence seaway which is in United States territory. The construction pro- 
sram of the Corporation, scheduled to make the seaway open for traffic by 1959, 
consists of: (1) Two locks and a 10-mile canal in the Long Sault area of the Inter- 
national Rapids section near Massena, N. Y.; (2) dredging and channel work in 
the Cornwall area; (3) certain dredging and the lowering of obstructive rock shoals 
in the Thousand Island section near the Alexandria Bay vicinity; and (4) naviga- 
tion markings and related facilities for the seaway in the United States territory. 
These works, in conjunction with related navigation improvements to be provided 
by Canada and power development works being provided by the Power Authority 
of the State of New York in cooperation with the Hydro-Electric Power Commis- 
sion of Ontario, will afford a 27-foot channel from Lake Erie to Montreal, the 
present limit of deep-draft ocean shipping on the St. Lawrence River 

In order to finance its activities, the Corporation is authorized and empowered 
to issue to the Secretary of the Treasury revenue bonds payable from corporate 
revenues, Witli the provision that not to exceed $105 million shall be outstanding at 
any one time. It is further provided that not to exceed 10 percent of the authorized 
bonds would be issued during the first vear (fiscal 1955) and not to exceed 40 
percent during any subsequent year. The obligations of the Corporation shall 
have maturities agreed upon with the Secretary of the Treasury, not in excess of 
50 years, and shall bear interest at a rate determined by the Secretary of the 
Treasury who is also authorized and directed to purchase any obligations of the 
Corporation and to use public debt funds for this purpose. 


ANALYSIS OF BUDGET PROGRAM 


The activities of the Corporation for the current and budget years relate to 
construction operations, and the administrative expenses for the executive direc- 
tion of the construction program. 

Construction operations.—This covers land acquisitions, engineering design, and 
supervision, the relocation of properties—including a highway, a railroad, and a 
powerline—the excavation for locks and canals, dredging, and to start construc- 
tion of dikes, locks, and related facilities. 

Funds to be applied to the construction operations, exclusive of the adminis- 
trative expenses for executive direction, are estimated at $5,660,000 in 1955 and 
$19,075,000 in 1956 and are mainly to be expended for the following: 


| 
| Fiscal year Fiscal year 
1955 1956 


Land acquisitions: 
Thousand Island : $156, 000 
Long Sault eos $671, 000 4 
Cornwall Island : : oe , 60, 000 
Relocation of property: Long Sault > 129, 000 2, 459, 000 
Locks | 
Robinson Bay--- ‘ , 078, 000 , 643, 000 
Grass River. - - ‘ 512, 000 , 465, 000 
‘hannels and canals: Long Sault : . ; , 630, 000 , 986, 000 
ngineering and design , 200, 000 950, 000 
upervision and inspection. ; : 328, 000 , 013, 000 
Construction facilities __ . puis ecient 112, 000 342, 000 
Total before adding administrative expenses ‘ 5, 660, 000 19, 075, 000 
215, 000 280, 000 


5, 875, 000 19, 355, 000 


Administrative expenses.—Provision is made for the establishment and opera- 
tion of an organization for the executive direction of the Corporation consisting of 
an Office of the Administrator, Advisory Board, Board of Engineering Consult- 
uits, Office of Engineering, Office of the Comptroller-Treasurer, Office of General 
Counsel, Office of Information, and the Administrative Office. These expenses 
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represent the Seaway Corporation’s Washington administrative costs. Funds; 
be applied to these expenses are estimated at $215,000 in fiscal year 1955 ana 
$280,000 in 1956. 

FINANCING OPERATIONS 


The budget program for the current and budget vears is to be financed } 
issuance of bonds to the Treasury in amounts estimated to be $6 million in { 
vear 1955, and $20 million in 1956. Interest accruing on these bonds is estima 
to be $40,000 and $400,000 for the respective fiscal years. Payments to th, 
Treasury for interest accruing during the construction period are to be deferp 
until after operation starts in 1959, and will be payable from corporate rey 


A.—WStatement of sources and application of funds 


1954 actual 1955 estimate 


FUNDS APPLIED TO OPERATIONS 


Acquisition of assets: Construction work in progress 
Direct cost 
Land and land rights including the relocation | 
properties $800, 000 
Locks 1, 590, 000 | 
Channels and canals 1, 630, 000 
Indirect cost, undistributed | 
Engineering and design 1, 200, 000 
Supervision and inspection 328, 000 
Construction facilities 112, 000 
Administrative expense, executive direction 215, 000 


Total financed from revenue bonds 5, 875, 000 
Interest during construction 10, 000 | 


Total applied to operations : 5, 915, 000 
FUND APPLIED TO FINANCING 
Increase in cash with Treasury 
Total funds applied__- 
FUNDS PROVIDED BY OPERATIONS 
Decrease in selected working capital. 
FUNDS PROVIDED BY FINANCING 
Borrowings from Treasury : 5, 000, 000 | 


Total funds provided_.. a at ss , 765, 000 7 


EFFECT ON BUDGET EXPENDITURES 


Funds applied to operations__- - $5, 915, 000 | 
Funds provided by operations. 765, 000 


Net effect on budgetary expenditures .- me 5, 150, 000 


The above are charges and credits (—) as follows: 
To budgetary authorizations ab 6, 000, 000 
To net receipts of the fund ; ‘ —850, 000 


NEED FOR ENTERTAINMENT 


Senator HoLLanp. Mr. Castle, will you proceed with your statement 
and tell the committee particularly why you need this extraordinary 
authority? 

Mr. Castries. Senator, you are perhaps familiar with the fact that 
we are dealing with three different governmental agencies. They are 
the Hydroe lectric Power Commission of Ontario, the Saint Lawrence: 
Seaway Authority of Canada, and the Power Authority of the State 
of New York. 
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We travel a good deal to Montreal, Ottawa, Toronto, and New York; 
and they come down here in groups for meetings. Each time we have 
been up there we have been, of course, very cordially received, and I 
feel that as a matter of common courtesy we should be allowed some 
funds to return those courtesies by luncheons or dinners as our meet- 
ings are arranged. This turned out to be a very practical arrangement 
last vear. Iam hopeful that this can be reinstated in the language of 
our limitation for administrative expenses for the coming fiscal year 

Senator HoLtanpb. That is the item for $2,500? 

Mr. Castie. That is right; yes, sir. 

Senator HoLLANp. Proceed. 

Mr. Castite. We submitted a request for restoration of this pro- 
vision and our justifications for it as | have just briefly reviewed. 

Senator HoLLaNb. We have already placed that in the record. 

Mr. Castries. I might introduce to you my associates, Senator. On 
my right is Mr. Martin Oettershagen of Chicago, the Deputy Adminis- 
trator, long identified with the port of Chicago; Mr. Reece Harrill, 
our comptroller; Mr. Stellar, the engineer of our Corporation, formerly 
with the Corps of Engineers; and Colonel Powers of the Army Corps 
of Engineers. 

Senator HoLLaNnp. We are glad to see you. 

Mr. Castie. We have a very small staff of personnel and this extra 
$30,000 we are asking for will include 3 or 4 more people to build up 
our staff in Washington. 


PLANNING METHODS 


Senator HotLtanp. Will you describe briefly the method in which 
you are working out the construction of the seaway and particularly 
your arrangements with the Canadian agencies? 

Mr. Castries. We have employed the Army Corps of Engineers to 
be our design agent and they also will be our contracting agent. 
They have been ‘working on this project many years during its term 
of legislative debate. They are well qualified to represent us in that 
capacity. 

It has been a very happy relationship with the Corps of Engineers, 
thus far. 

We are authorized to spend $105 million under the terms of our bill, 
and we have deferred one section of our project. That is what is 
ealled Point Rockway Canal. It is near Point Iroquois, which is on 
the Canadian side. That will reduce our fund requirements around 
$15 million. 

The work is let to private contractors under competitive bidding. 
We have already let 4 contracts totaling 22 million cubic yards of 
dry earth excavation at a cost of about $11 million. 

We have spent to date about $2 million, which is largely for de- 
sign work for which we reimbursed the Army Corps of Engineers, 
for land acquisition, and administrative expenses. We have borrowed 
$2,300,000 thus far. 


DRY EARTH EXCAVATION CONTRACTS 


Senator HoLLanp. Where are the four segments on which you have 
let contracts for dry earth excavation? 
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Mr. Castries. They are in the area of Messina, N. Y. It is tho 
Long Sault Canal. We have a map which might be more explanatory 
to you and Senator Potter. : 

That green line (indicating), Senator, is the area in which we wij] 
run our canal and two locks. Messina is here (indicating). Corn. 
wall is over there (indicating) where the Canadians are performing 
part of their work. The major portion of their work is largely down 
toward Montreal as shown on the right of the map. Iroquois is 
westward from there. 

Senator Porrrr. Is that being done jointly or by the Canadians? 

Mr. Castir. No, by the Canadians. We deferred, you remember. 
Point Rockway, and they are building on the Canadian side. That 
reduces our total require ments for funds about $15 million. 

Senator HoLLanp. These contracts that you speak of are Canadian 
contracts? 

Mr. Casrie. No, our work is being performed by American con- 
tractors. The Canadians are performing their work se parately from 
Montreal up to Cornwall in the red area [indicating on the map] 
The other red mark is the Welland Canal under their control on the 
Canadian side. They are deepening the channels in that canal. 

Senator HoLttanp. Where is the work that you are doing on that 
small scale map? 

Mr. Casrir. It is near Messina [indicating]. 

Senator HOLLaANpb. It is inside the State of New York? 

Mr. Casrie. That is right, all on the American side. 

Senator Porrer. Are you making the progress that you anticipated? 

Mr. Casrie. Yes; we are right up to date on our program, Senator. 
We plan to finish by the fall of 1958 and have 27-foot navigation in the 
spring of 1959. 

POINT ROCKAWAY CANAL 


Senator HoLLanpD. You said something about having deferred one 
project in favor of a paralleling project within Canada. What was 
that? 

Mr. Castries. Point Rockaway Canal, it is on the American side. 
Point [roquois i is on the Canadian side. They are quite close to one 
another. The other map, I think, will show that better. The Cana- 
dians preferred that they do that work. So we agreed to defer Point 
Rockaway for the present and they would build at Iroquois which is 
right in here [indicating on the map]. 

Senator Porrer. By doing that will that portion be under the sole 
jurisdiction of the Canadian Government? 

Mr. Castie. That is right. 

Senator Porter. So, in reality, the Saint Lawrence Seaway 
Corporation will not have sole jurisdiction of the waterway. You 
will have that one section there controlled by the Canadian Govern- 
ment exclusively? 

Mr. Casrie. That is right, and further down toward Montreal. 
It was never contemplated that we would have control of the entire 
seaway project. It is a joint venture. They are performing their 
work here (indicating) and down near Montreal and Cornwall. 

Senator Porrer. But it does not come under the jurisdiction of 
the Joint Commission? 
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Mr. Castle. We will have our control of our own works and they 
will have control of theirs. We are working very coopel ratively and 
unde rstandingly so that there should be no diffic ulty in the operation 
of the project itself when it is completed. 

Senator HoLLaNnp. In other words, certain lengths of the project 
will be in Canada and certain lengths in the United States. When it 
comes to the operation of navigation, will that be a joint operation? 

Mr. CastLe. We will have a joint toll collection, and probably 
alopt certain restrictions about shipping that conform to their laws 
and our laws. With respect to security and safety. 

Senator Porrer. That will be a joint operation? 

Mr. Castie. Yes, we are working very closely in all policies con- 
ening this whole navigation project. 


TARGET DATE 


Senator HoLLAND. And your target date is what? 

Mr. Casrir. The fall of 1958. 

Senator HoLLaANp. That is for the passage of vessels through a 
7-foot channel? 

ans Casrie. We will have 14 feet that fall and the power pool will 

e high enough in the spring of 1959 to provide 27-foot navigation. 

Senator HoLLanp. Will there be a time when you will have 27-foot 
navigation all year round? 

Mr. Casruie. Yes; from 1959 on it will be at its peak of depth, 
7 feet, for use during the shipping seasons. 

Senator HoLuanp. Is this 27-foot depth—which is the maximum 
depth under the present authorization, as I understand it—adequate 
with the handling of the traffic that expects to use the canal? 

Mr. Castite. We think so, for this age and for the design of ships 
as they are today. You take a long laker, so called, that handles ore, 
rain, petroleum and coal. They are used in the other lakes, carry 
2,000 tons, and run about a 25-foot draft. 

Senator HoLLAND. You are not expecting to handle solely lakers? 

Mr. Castie. No, the ove rseas ships will, of course, be lighter 
tonnage and lesser draft so 25 feet will be the maximum draft that the 
27-foot channel can accommodate. 


LABRADOR ORE 


Senator HoLuanp. Is it planned to handle the Labrador ore in the 
ocean type or the laker type? 

Mr. Casrite. They will be mostly the laker type. There will be 
some ships in their fleet, we assume, that will go not only to our area 
but can go around on the ocean to Baltimore and other ports and 
unload there. These will be ships that can traverse the Atlantic 
Ocean and the St. Lawrence seaway. 

Senator Porrer. One of the great shortages today is oceangoing ore 
carriers. 

Mr. Castie. Yes sir; Republic Steel Co. has some that they are 
using from Liberia and they are bringing some from Venezuela. They 
are bringing that ore up the Delaware River. 

Senator HoLianp. United States Steel and Bethlehem are bringing 
some Up from other locations. 

Mr. Castie. That is right, down in South America someplace. 
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ST. LAWRENCE SEAWAY AUTHORITY OF CANADA 


Senator HoLtanp. Does the Canadian Government have a simil, 
corporation as our St. Lawrence Seaway Development Corporation? 

Mr. Casrie. Quite similar, Senator. It is called the St. Lawrene, 
Seaway Authority of Canada. They have been granted a lump suy 
of money by the Canadian Government, and they anticipate they wil! 
spend about $215 million against our $85 million to $95 millio) 
They have quite a bit of work to do at the Welland Canal, the Montres 
area, and Point Iroquois. They also have the relocation of highways 
and railroads, which, in total, amount to quite a bit more work tha 
we have to perform. 

Senator Porrer. But they have been most cooperative with yoy 
and your organization? . 

Mr. Castte. Very much so. Our relations have been 
splendid. 

Senator HOLLAND. I see in your justifications, on pages 18 and 1§ 
an outline summary of your construction program for fiscal year 
1955 and 1956. 

Is there any change in that since you prepared it? 

Mr. Castie. No change that I know of. 

Mr. Harritu. This reflects the Point Rockway deferment. 

Senator HoLtanp. The Rockway change ts reflected? 

Mr. Harrinty. Yes, sir; that is right. 

Senator HoLuaNnp. Inserted in the record, do they show accuratel 
your program for fiscal 1955 and 1956? | 

Mr. Harriuu. Yes, sir. 

Senator HoLuanpb. I am going to ask that they be inserted in the 
record at this time. 

(The document referred to follows:) 
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Summary construction program (PB-1), fiscal years 1955 and 1956 


Similar uf 
] 9 Project Total to Current fis- Budget fis- 
lon . , 

. Feature cost, June 30, cal vear, eal year, 
W rene estimate 1954 1055 1956 


Balance to 
complete 
after fiscal 
year 1956 
1p sum ™ 


CV will 


. illion ORPS OF ENGINEERS—CONSTRUCTION 
On trea] (GENT, THOUSAND ISLAND WORK SITE 


} 
rhWarys Lands and damages 56, 000 000 
k tha Channels a QUO $1, 553, 000 
id neering and design 000 000 
ipervision and administration O00 000 5, 000 


Total, Thousand Island work site , 895, O00 267, 000 , 628, 000 
LONG SAULT CANAL WORK SITE 


ds and damages - - 171, 000 $671, 000 
qi itions , 997, 000 129, 000 > 000 & 000 
Lock . Robinson Bay 21, , 000 1, O78, 000 s OOO 5, 679, 000 
cks, Grass River.- , 872, 000 512, 000 . 000 3, 000 
2oads ; , 000 , 000 
Channels and canals , 623, 000 1, 630, 000 h 000 8, , 000 
Public use facilities , 000 , 000 
lildings, grounds, and utilities 37, 000 000 
ermanent operating equipment 3, 023, 000 . = , 000 
weering and design 2, 330, 000 000 000 000 
ervision and administration ‘ , 000 312, 000 000 2, 722, 000 

truction facilities. 54, 000 2, 000 342, 000 


Total, Long Sault Canal work site 74, 919, 000 5, 624, 000 i , 000 


; CORNWALL ISLAND WORK SITE 
rately 
Lands and damages- - - 000 000 |__ = 
Channels , 158, 000 2, 158, 000 
Engineering and design 000 000 

ervision and administration 000 , 000 9, 000 


in the 


Total, Cornwall Island worksite ; 000 17, 000 2. 277, 000 


Total cost—work sites, Corps 
Engineers construction agent 9 258, 5 000 | 18,995, 000 54, 639, 000 


CORPORATION COST 
‘ngineering and design --- 300, 000 000 50, 000 , 000 
ipervision and inspection 300, OOO 000 000 , 000 
Administrative expenses... , 400, 000 215, 000 000 , 000 


Total Corporation cost 2, 000, 000 51, OOO 000 , 389, 000 


Total project cost _- , 258, 000 5, 875, 000 9, 355, 000 6, , 000 


ADVISORY AND CONSULTANT BOARDS 


“= 
te 
=~ 
— 
> 
7 
= 
~ 
| 
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Mr. Castrue. | might mention just for your information that in 
addition to the staff that we spoke of a moment ago, we have a board 
of consultants, whom we employ from time to time. They are 
specialist engineers on lock design and other engineering works. We 
also have an advisory board which was selected more or less geographi- 
cally from the Great Lakes area, whom we call in about every 90 days 
to keep abreast of what we are doing and to receive their counsel and 
advice where needed. 

We are getting along, we believe, quite well for the few months we 
have been in existence. We only began last July with a few personnel. 
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CANADIAN GOVERNMENT ATTITUDE 


Senator Porrer. I assume that when you first went into the pro. 
eram vou found a certain amount of reluctance on the part of th: 
‘anadian Government because they were tired of waiting and wey 

ready to go ahe ad with the project themselves. 

Is that true, Mr. Castle? 

Mr. Castir. Yes, naturally so. ‘They waited for us for a long tim: 
to make up our minds. We have had some very pleasant meetings 
with them in Ottawa and are working out a very fine cooperative 
beneficial program of improvement of the wivionsanens facilities. 

Senator Porrrer. Will this Canadian Authority that you mentione: 
also have the duty to carry out Canada’s project of deepening the 
interconnecting channels? 

Mr. Caste. Well, not the interconnecting channels, except thos» 
that are near Montreal and in the Welland Canal. Those will have 
a uniformity as to depth through the entire length from Montreal to 
Lake Erie. 

Senator Porrer. That is our next job—to have our interconnectiiy 
channels ready by the time our locks, and so forth are constructed? 

Mr. Castie. You mean at the Soo? 

Senator Porrer. Yes, at Sault Ste. Marie as well as the other parts 
of this program. 

PROVISO REQUESTED 


Senator HoLtutanp. As I understand you, vou are happy about the 
House allowance except that you would like to have the short proviso 
which reads as follows: 

Provided further, That not to exceed $2,500 of the funds made available for 
administrative expenses may be used for emergencies and extraordinary expenses 
to be expended upon the approval or authority of the Administrator. 

Mr. Castir. Yes, sir. 

Senator Houianp. If that addition is made, you will be perfectly 
happy? 

Mr. Caste. Yes, sir. 

Senator HoLuaNnb. It is primarily for the purpose of exchange 
courtesies between yourselves and the Canadian officials? 

Mr. Castie. That is right, sir. 

Senator HoLLanp. Are there any further questions? 

Senator Porrrer. I have no further questions. 

I am pleased, Mr. Castle, to note the progress that you described 
to the committee this morning. 

Mr. Castie. So far we are up to date on our program. We can 
meet the target date, I am sure, without any difficulty. 

Senator Hotianp. Thank you very much. 

Mr. Castie. Thank you. 
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ADVISORY COMMITTEE ON WEATHER CONTROL 


sTATEMENTS OF HOWARD T. ORVILLE, CHAIRMAN;; F. A. BERRY, 
CHIEF SCIENTIFIC ADVISER; CHARLES GARDNER, JR., EXECU- 
TIVE SECRETARY 


SALARIES AND EXPENSES 


time 


senator HoLtanp. The next item is for salaries and expenses of the 
‘tings 


Advisory C ommittee on Weather Control. 

The House allowance for this item for fiscal 1956 was $175,000, an 
nerease Of $55,000 over the amount for the current fiscal year, and 
«120,000 less than the budget estimate of $295,000. 

The Committee on Weather Control asks the Senate to restore the 
House reduction to provide the full amount of the estimate. 


ative 


loOned 
ir the 


those 


have AMENDMENT AND JUSTIFICATION 


We will place in the record your letter to the chairman and amend- 
ment requested by the agency, and the justification submitted. 
The documents referred to follow :) 


ApvisorY CoMMITTEE ON WEATHER CONTROL, 
OFFICE OF THE CHAIRMAN, 
Washington 25, D. C., March 17, 1956. 
CaRL HAYDEN, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington 25, D. C. 
My Dear Mr. CuHatrRMAN: I have the honor of transmitting 20 copies of a de- 
led justification statement in support of the appropriation request of the Ad- 
isorv Committee on Weather Control for fiscal year 1956. 
le fos The details of this request were worked out some time ago, of course—except 
Sten for details of the physical evaluation program, essential for effective fulfillment of 
ihe Committee’s assignment as provided in Public Law 256 by June 30, 1956. 
uder terms of the law, the Committee goes out of existence 30 days after 
it date. 

rhe need for the physical evaluation program was not foreseen when the Com- 
ittee began its activities July 1, 1954. When this need became apparent, we 
resented the bare outlines of such a program before officials of the Bureau of the 

idget. They approved the program in principle, specifying that detailed pro- 

ange posals be submitted for review before the Committee entered into any contracts. 

The Committee subsequently carefully considered a number of proposals for 

vsical evaluation. The full Committee met on March 15, 1955, and approved 

the program described in the enclosed documents. 

[ felt vour committee could pass on the appropriation request more adequately 
fwe provided you witb the details of what the Advisory Committee proposes to 
udertake rather than a simple outline. 

| will be pleased and honored to provide you with any further information you 

the members of your committee may desire. bi phone number of our head- 

rters is Executive 3-4900 (code 156), extension 5231. 
Sincerely yours, 


OVISO 


Howarp T. OrviLLe, Chairman. 
ApvIsoRY COMMITTEE ON WEATHER CONTROL 
SALARIES AND EXPENSES 
(Pp. 767 to 786, House hearings) 


(P. 28, line 16, House bill) 
\ppropriation, 1955 $120, 000 
Pstimnte. CO00s <<. 0canaec a s mie pas altars 295, 000 
Hou se allowarce_ : __... 175, 000 
Deer rease from estimate. Se sree 120, 000 
175, 000 
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AMENDMENT REQUESTED 
Strike out ‘‘$175,000” on page 28, line 21, and insert ‘‘$295,000”’. 
HOUSE REPORT 


Advisory Committee on Weather Control.—There is ineluded in the bill the suy 
of $175,000 for the Advisory Committee on Weather Control for 1956. This 
represents an increase of $55,000 over the amount available for the fiscal vear 1955 
and is a reduction of $120,000 in the budget estimates. The increase over 1953 
will cover full-vear salaries for persons employed for only a part year in 1955, and 
will provide funds to expand several experimental projects. 


JUSTIFICATION 


Publie Law 256 provides that the Advisory Committee shall go out of existence 
30 days after June 30, 1955. In order to accomplish its objectives in this limited 
time, the Committee must carry out an accelerated program of satistical and 
physical evaluation of weather control projects. The sum allowed by the Hous 
is insufficient for this program. 

The Committee’s budget estimate included the sum of $115,000 for contra 
services (07) which represented to a large extent the accelerated program, 
sum almost matches the House decrease ($120,000). This, plus an inerease f 
personal services, Which comes about because of lapses during fiscal vear 1955 
accounts for the increased budget estimate for 1956. 

Of the $115,000 proposed for contractual services, the Committee plann 
expend 420,000 for electronic computing machine time, necessary to continue { 
existing work of statistical evaluation. 

In addition, the Committee planned to inaugurate work in physical evaluat 
the cost of which it estimated at $95,000. 

Statistical evaluation will measure increases in precipitation brought about 
cloud seeding. Physical evaluation will not only support the statistical evalua- 
tion of increases with physical evidence but will also determine whether c 
seeding can actually decrease rainfall. If seeding can decrease rainfall in certai: 
instances, this means not only that certain groups or areas may be harmful! 
deprived of moisture, but also that positive results apparent in the statistica 
evaluation of all or a large number of experiments may be diluted with negativ 
results in some instances, giving an incorrect and incomplete picture of the possibl 
benefits and possible losses, 

Inabilitv to carry out the physical evaluation program will seriously affect the 
validity of the Committee’s findings, thus greatly lessening their value to the 
President, the Congress, and the public, and raising the possibility of the Com- 
mittee being unable to complete its task in the time allowed. The potentia 
benefits of weather modification to the country’s economy, agriculture, and water 
resources are so great that, in the oninion of the Committee, the Nation should 
not hesitate to expend a comparatively small amount for a program carefull 
designed to provide the needed information expeditiously and economically 


GENERAL STATEMENT 


Senator HoLLanb. Captain Orville, do you have a statement to 
make to the committee explaining your need for this $120,000? 

Captain Orvitue. Yes, sir; I do have, Senator. 

Senator HoLLanp. You may proceed. 

Captain Orvitte. Gentlemen, I am Howard T. Orville, Chairman 
of the Advisory Committee on Weather Control. 

Senator HoLtitanp. How long is your statement? 

Captain Orvitue. I have a 1-page statement, sir. 

Senator HoLLanp. All right, sir; proceed. 

Captain Orvitue. I presented the House subcommittee with a gen- 
eral statement about our program for 1956. I see no reason for chang- 
ing that statement. Therefore, I will either read the statement, offer 
it for the record, or simply call your attention to it on page 768 of the 
House hearings. 
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EFFECT OF HOUSE REDUCTION 


We have requested $295,000 for 1956. The House allowed $175,000. 
| should like to say some thing about the effect of this reduction on 
our program. Then my associates, Charles Gardner, executive secre- 
tary of the committee, and C aptain Berry, the chief scientific adviser, 
n my right, and I will be glad to go into any and all aspects of our 

ery . 

Admittedly, the amount we have requested exceeds the small amount 
we requested and obtained for the present year, $120,000. 

But the present year has been occupied in making a preliminary 
survey of the field and in organizing ourselves. During 1955 we have 
a) obtained our staff, and it took time to get the staff, especially the 
echnical personnel; (6) developed a methodology for evaluating 
weather modification projects; (c) obtained reports from cloud seeders 
which we receive now on a monthly basis; and (d) devised a program 
for eetting the answers desired by the © ongress. 

Vow we are ready to go ahead with the real business of evaluation. 
We hope we can obtain sufficient funds to enable us to get the work 
done by June 30, 1956, when our final report is due. 

This is our last budget, according to present law. 

Now, it is true, as the House report states, that the amount allowed 
will “cover full year salaries for persons e mployed for only a part year 

11955.” It is adequate for keeping our small staff which we do not 
expect to increase next year. 

However, the House reduction cuts our program in half and it will 
cut our accomplishments in half. 


TWO PHASES OF PROGRAM 


Our program consists of two principal phases, first, statistical 

valuation of rain-increasing experiments and, second, physical 
evaluation. As we see the matter, both programs must be carried on 
together in order to get the complete answers. 

The House reduction means cutting out the second phase, which 
is not only important in itself but is needed to validate the statistical 
evaluation. 

I would like to ask Mr. Gardner, our executive secretary, to explain 
briefly our overall program. Captain Berry, our chief scientific 
adviser, will be available to go into greater detail and to answer 
questions of a technical nature. 


CLOUD SEEDING 


Mr. GARDNER. I have here some charts that I think may interest 
you. This first is an example of cloud seeding performed in Australia. 
One cumulus cloud was seeded with 200 to 300 pounds of dry ice; 9 
minutes later precipitation was detected within the cloud by means 
of radar; 13 minutes later the cloud was 5,000 feet or almost a mile 
higher than it was before; 30 minutes later precipitation was falling 
onto the ground. Two and a half hours after the aircraft left the 
scene, it was still falling. 

When people ask: ‘Can you produce rain by seeding?” our answer 


Is “We ean.” 


Senator HOLLAND. Provided you have a cumulus cloud to work on. 


NAIL. 


LiMIWER SITY be 
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Mr. GARDNER. Yes. 

Senator HoLLanp. What other provisos are there? 

Mr. Garpner. You ask yourself, how often does this situation 
arise, once a year, 12 times a year, or more often? Of course, this 

varies with different localities. You ask also: How much rain cay 
you produce? You ask also: How much does it cost to carry out 
this operation in relation to the benefits that you receive? In other 
words, is this whole procedure of seeding clouds and increasing rai 
economically significant? 


EFFECTS OBTAINED 


Senator Porrer. Do vou increase the rainfall or do you get the rain 
to fall sooner than it would ordinarily? 

Mr. Garpner. In instances you can initiate precipitation but the 
ordinary operation is based on the theory that you can increase it, 
Of course, when you increase it, you are making it. 

This chart [pointing] shows the ordinary commercial rain increasing 
operation. 

Senator HoLuanp. Let us see if we can get it into the record. 

Your first set of six pictures indicates the treatment of a cumulus 
cloud in Australia with dry ice from aircraft flying above. 

Mr. Garpner. That is correct; sir. 

Senator HoLLaNp. Your second series of pictures shows what? 

Mr. Garpner. This second series shows the ordinary commercial 
rain-increasing ope ration which involves releasing a chemical, silver 
iodide, from ground generators. This method is almost universall) 
used because it is a much more economical method and imposes so 
many fewer operating problems. 

Now, here is a small map showing the target area. The intention is 
to increase rainfall in this area and so various ground generators are 
spotted upwind. 

The chemical is released from these ground generators. It drifts in 
this direction, downwind. Then it is drawn up into the storm sys- 
tem because of the vertical movement characteristic of thunder 
storms. Then it creates the effect. That is the theory. 


DEPENDS ON CLOUD LOCATION 


Senator HoLuaNnp. Does it depend for its existence upon the loca- 
tion in the target place of clouds of certain type? 

Mr. GarpNer. Yes, sir. 

Senator HoLLaNnp. What type? 

Mr. Garpner. Well, you have already a rain storm moving into 
the area. 

Senator Porrer. But that method is to get it to drop where you 
want it to drop, is that right? 

Mr. Garpner. Yes, sir, and to increase the amount that falls. 
That is the principle. 

Senator Porrer. How high may the clouds be and still be affected 
by this silver iodide treatment? 

Mr. Garpner. The height is not so important, sir, as the tempera- 
ture, and that varies. 

Senator Porrer. The temperature of the cloud? 
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Mr. GarpNeER. Yes. This diagram (indicating) shows the situa- 
tion schematically. Assuming this is the cloud. At minus 40 
degrees Fahrenheit, ice crystals form, naturally. The ice crystals 
then can combine ¢ and form snowflakes, fall out of the cloud, and melt 
before they hit the ground. 

Now, if in this cloud there are dust particles of nuclei—and usually 
there are dust particles in the atmosphere—then the crystals form at 
, much lower altitude and a much higher temperature, plus 5 degrees 
Fahrenheit. The silver iodide generator supplies silver iodide crystals 
which make up a possible deficiency in nuclei. Not only that, but 
the silver iodide crystals are effective at a still lower level and still 
higher temperature, so they create a greater effect and presumably 
more rainfall. 

EXPENSE OF SEEDING 


Senator HoLuanp. What is the expense of the use of this system? 

Mr. GARDNER. Very nominal, sir. <A typical rain increasing project 
over a period of 3 months out in the west for agriculture might cost 
$30,000. In other words, the farmers would band together and 
obtain the services of a commercial company to perform the cloud 
seeding and would pay perhaps $30,000 or perhaps more. 

Senator HoLLanp. Over how large an area would that precipitation 
be dispersed? 

Mr. Garpner. It varies. This map shows areas in which these 
projects have been carried out during the current year. 

Here is one area. There are 4 or 5 counties involved there. 

Here are some very large areas. 

Senator HoLtanp. That is in upper Nevada? 

Mr. GarpNner. Yes, sir. There are hydroelectric projects here 
pointing]. They vary in size. Here is one in your State of Florida. 

Senator Porrrer. Is there not a danger of stealing somebody else’s 
cloud? In other words, is there not a danger of seeding a cloud to 
have rain in a certain area, which, if it were left to fall naturally, 
possibly would drift further and drop in another area? 

I think there is some difficulty in the State of Washington in that 
respect. 

CONFLICT IN NEEDS 


Mr. GarpNer. Yes, there is. The wheat growers want rain and the 
cherry growers can’t stand it at times. That difficulty simply high- 
lights the importance, we think, of finding out what these folks are 
domg. 

- nator HoLLaANpb. One of the features of your work is to investigate 
and evaluate and completely report on what is happening by the 
efforts of these commercial rainmakers of rain increasers, is that it? 

Mr. GARDNER. That is correct, sir. We do it in two ways: one, by 
means of statistical evaluation. The details of this, I think, are 
interesting, but perhaps you do not have time to consider it. This 
lindic ating} i is the typical evaluation of a project sponsored by a utility 
out in the West. 

Senator HoLLAND. You mean it wants to cause rain to fall on its 
watershed, which supplies its hydroelectric dam; is that it? 

Mr. Garpnrer. That is correct. 





i a i 


COMMERCE AND RELATED AGENCIES, 1956 


Now, the cloud seeder supplied an analysis of the supposed regy}ts 
to the utility company. We ourselves perform these analyses hy 
comparing what fell in the target area with what fell in a control ares 

Suppose that 20 inches would normally fall in each of these areas 
Then if 20 inches fell in the control area but 24 in the target area. that 
Creates a presumption that you increased the rainfall possibly al 


. l . 
4 inches. 


OUT 

In this case, the analysis is particularly interesting because they ts) 
three control areas. What are the results? Well, using the northery 
control the inerease is said to be 28 percent. Using the southwos 
control, the result is said to be 8 percent. Whichisit? That apparent 
difference just shows one of the problems involved in trving to carr 
out this statistical evaluation and to come to a firm answer. 


NEED BROAD COVER AGE 


Senator HoLtanp. In what State was that? 

Mr. GarpNer. That was in Idaho, sir. As a matter of fact. no 
single evaluation of a cloud seeding project can give vou conclusiy 
answers, 

Look behind this figure of an allegedly 8 percent increase. Tj says 
the probability is .339. That means that this area get 8 percent mor 
than the control once out of 3 years anyway, 

How do you eliminate the uncertainty? Well, suppose you could 
carry out this project over a period of 20 Years and the increas 
came about every year or let us say 16 out of 20 years. Then you 
could quite safely assume that you had increased the precipitation, 

Senator HoLuanp. But your research program lasts only until the 
middle of next year. 

Mr. Garpner. That is correct. In other words, we have about | 
year to come up with that answer. 

How do we overcome this difficulty? Instead of taking this one 
project and considering 20 years of record, we take 20 projects fo 
| year and statistically we will get a similar result [showing United 
States map]. 

Senator Porrer. All these brown spots in this large map are areas 
where cloud seeding has taken place? 

Mr. Garpner. Has been carried on during the current year. 

There will be some other projects which will be added on to this 
later on. 

PROPOSED PHYSICAL EVALUATION 


Senator HoLtanp. This is all commercial effort that you are talking 
about here, is it? 

Mr. GARDNER. Principally, I think with one exception. We have 
the New Hampshire project marked here, 

Senator Porrer. This is a State effort? 

Mr. Garver. That is a project we are proposing to carry out as 
Dart of our physical evaluation. 

Senator HOLLAND. That is proposed rather than aecomplished. 

Mr. GarpNner. That is correct [indicating]. We have it in a dif- 
ferent color here, red. 

Senator Porrer. How many commercial rainmakers do you have? 

Mr. Garpner. It depends on where you draw the line. 
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There are about 20 persons or groups who will perform the services 
fr vou. There are other people who do it on an oceasional basis. 

We require reports, monthly reports, from about 20 groups that 
re Carry ing on operations. T ‘hese are our re porting y forms. 

Senator HoLtitanp. Do you license these operations? 

\lr. GARDNER. No, sir; we do not. 


COMPLIANCE WITH REQUESTS FOR REPORTS 


Senator Honttanp. Has there been any difficulty in having them 
uoply with vour requests? 

Mr. Garpnir. Not at all. It appears that the cloud seeders them- 
slves are very anxious to have an independent, impartial evaluation 

‘their work. That seems to indicate that they are quite confident 
hat they are doing something. 

Senator HoLiannb. In other words, the evaluation of their work is 

roceeding on a wholly cooperative basis, rather than on any com- 
al ion or licensing program, or anything of the sert? 

Mr. GarpNER. We have ‘authority in our act to require them to 
submit these reports, and we have simply called attention to that 
requirement, given them the forms, and they are completing them. 

Now, we require it legally, and ask them to sign a certificate here 
for our own protection, As a matter of fact, before we prepared 
these forms, we were getting information from them. 

Senator HoLtitanp. Do you have checking done through the owners 
f the land which has been affected by the various projects? 

Mr. Garpner. I am sorry, sir. I did not understand that. 

Senator HottaAnp. Do you obtain and evaluate reports in the 
nature of checks from the owners of the land which has been included 
in these projects? 

Mr. Garpner. The clients. Well, we do sometimes get requests 
from clients that we evaluate their particular project being carried out 
by one of these commercial concerns, but it is not our job, we don’t 
believe, to go out and perform the service of evaluation for individual 
groups. 

MEANS OF CHECKING REPORTS 


Senator HoLuanp. I am not speaking of evaluation in its fullest 
sense. I am speaking of checking to see the facts you receive from 
the operators are borne out by the reports of those who employed 
them to do the work. 

Mr. Garpner. Yes, sir; we do, by means of field trips, inspect these 
locations from time to time, but there is very little opportunity for 
them to falsify the information. 

Senator HoiLtanpb. In other words, the Weather Bureau stations 
themselves in that area would supply data which in effect allows you 
to check upon that? 

Mr. Garpner. That is correct. We do not ask them what they 
have done in the form of increasing rainfall. We ask them: ‘Whe ‘n 
did you turn this generator on and when did you turn this one on, 
and so forth. 

There is hardly any opportunity for them to falsify the data and 
get by with it. 
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STATE REGULATIONS 


Senator Porrer. Do any of the States have any regulation oy {| 
seeding of clouds? 

Mr. Garpner. Yes, sir. There are, I would say, a dozen. 

Captain Orvitie. At least 12. 

Mr. Garpner. At least 12 States have laws having to do with this 
subject. Some require licenses. Some attempt to evaluate, (aj. 
fornia, for instance, and others, have various provisions. The Sta 
laws are not really effective, Senator Potter, because clouds do jj: 
observe State lines. 

Our statistical evaluation is designed to measure increases 
precipitation, what we are speaking of, but can cloud seeding dec: 
precipitation? 


CANADIAN REPORT OF RAIN DECREASE 


Recently, during this month, a report was made public by 
Canadian We ather Service, having to do with cloud seeding projects 
up in Manitoba and Saskatchewan. The official report of th 
Canadian Weather Service state these projects decreased precipitatio: 
14.1 percent. 

Senator HoLLtanp. Do you mean in certain areas, while increasing 
it in other areas? 

Mr. Garpner. In the target area, precipitation was decreased 14 
percent. 

Senator HoLtanp. How did they determine that? 

Mr. GarpNer. They determined it by means of a. statistica 
analysis. 

Senator HoLtuanp. In other words, 14.1 percent less rainfal] 
had fallen in a similar period the year before? 

Mr. Garpner. Not exactly, but 14.1 percent less than they should 
have received theoretic ally. 

Senator Hotitanp. How do they know that they might not 
received 25 percent less if they had not done the se eding? 

Mr. a Well, that is a problem involved in undertaking 
these statistical analyses, sir, to determine how significant  thies 
results were, and the Canadians felt that the results that they stated 
had the required significance, and they used the word “conclusive, 
in this connection. 


REPORT FROM WEATHER SERVICE 


Senator HoLLanp. Now, do the Canadians have a similar agi 
to ours? 

Mr. GarpNner. No, sir; the report was issued by the Canadia! 
Weather Service, which performs similar functions to that which 
Weather Bureau performs in this country. 

Senator HoLianp. Were they opposing the rainmaking or rai 
increasing operations? 

Mr. Garpner. I think you would have to address that a: to 
them, sir, but this report would indicate that they do not look 01 
with too much favor. 

An expert at the University of Saskatchewan came out with the 
statement that this decrease had cost the farmers in that area $9 
million. They lost that much. 
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| would certainly challenge that statement. We have gone over the 
analysis performed by the “Canadians on those experiments, and we 
nave a different conclusion. 
| The re have been other statements to the effect that precipitation 
as been reduced. The State of California performed an analysis of 
three experiments carried on a few years ago. One of them showed 
jvnificant increase in precipitation, one of them showed nothing, and 
e third showed a significant decrease. 


EVIDENCE THAT RAIN CAN BE DECREASED 


We have other evidence which seems to indicate that sometimes 
rou can actually decrease precipitation presumably by overseeding, 
, other words, getting too much of this material up into the cloud. 

Senator Porrrer. Then what happens? 

\fr. GARDNER. I would like to defer to Captain Berry on that. 

senator HoLLaNp. Captain Berry. 

Captain Berry. If you get a nucleus for every cloud drop your 
« erystals are so light they won’t fall. In other words, you turn 
every single water partic ‘le in the cloud into an ice crystal and it blows 
ownwind and won’t fall out. 

A million cloud particles have to accumulate to form a very small 
nindrop and if every cloud particle becomes an inde ‘pendent ice 
rvstal, it will float off in the breeze. 

senator Porrrer. In other words, a sort of iceberg in the sky. 

\Ir. GAarpNiER. We have also received letters from people in various 

of the country alleging that their precipitation has been de- 


vased. They might oy in the target area or they might be in some 
other avea. We think it is very important to find out whether you 
an do this. 
Surprisingly, scientific authorities do not agree on whether you can 
erseed or not. 


EFFECT OF CLOUD SEEDING ON HURRICANES 


Senator HoLnaNnpb. Did you run into a contention in south Florida 
that certain treatment of clouds had changed the direction of the 
one ane and brought it on some unsuspecting people where as the 

Veather Bureau had charted the hurricane as going in another 
direction and vastly more harm was done? 

Captain OrviLLE. I agree with the Weather Bureau, sir. The 
weding did not divert the storm nor was the damage done by the 
coud seeding itself. They had a previous case in 1906 where the 
storm was diverted. And from an analysis of meteorological condi- 
tions, there was a logical reason why the storm deflected and ended up 
in Savannah, Ga. That was in 1947. 

Senator Hottanp. When you get to interfering with the Creator’s 
handiwork, you are apt to run into very unusual situations; are you 
not? 

Captain OrvitLtE. That may happen at times, but one of our 
listinguished colleagues, Mr. Lew Douglas, of Arizona, uses an 
example in which he states that you drill wells to draw the water up 
0 vou are interfering with nature just as much so as if you seed the 


clouds. 
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CONTROL OF WELL DRILLING 


Senator Hotutanp. We do interfere with the subterranean wate; 
streams if we overwork them in the production of water toward {}y 
surface; do we not? 

Captain Orvitie. That is true that this gradually lowers the wate, 
table but we do not stop drilling wells. 

- nator HoLtLanp. We do control drilling of wells, though. 

Captain Orvitie. In some areas 

Senator Hottanp. And we control the use of the water which js 
brought from the subterranean channels. If not we find that y, 
exhaust it. 

Where we are close to salt water, we find that we invite salt water 
infusion which brings on serious prolonged trouble which is hard to 
upset. 

WORK WITH WEATHER BUREAU 


I have a series of questions relative to the impact of your program 
on the Weather Bureau. 

First question: Do you duplicate work done by the Weather 
Bureau? 

Captain Orvitte. We do not. We are using Weather Bureay 
facilities and data almost exclusively but carrying out an indepen- 
dent evaluation. 

We are an independent agency and can ask any department for 
additional information to make a thorough study of a particular 
problem. 

Senator HoLLuanb. Has the attitude of the Weather Bureau toward 
your activity been fairly cooperative? 

Captain Orvitte. It has been very cooperative. 

Mr. Rothschild, Under Secretary of Commerce, is a member of our 
committee, and his alternate is Dr. Reichelderfer. 

Senator HoLLtanp. Your justifications have referred to an experi- 
mental cloud-seeding project in the Mount Washington, N. H., 
vicinity. 

Why did you select that area? 

Mr. Garpner. Would you answer that, Captain Berry? 


MOUNT WASHINGTON PROJECT 


Captain Berry. What we want, Senator, is an area where you hav 
supercooled clouds a great percentage of the time. That is the case 
at Mount Washington. Over 50 percent of the time during the winter 
you have cloud at the proper temperature on the summit. We also 
have probably one of the finest observatories sitting there—right there, 
and a number of the observations we want are taken as a matter of 
routine every day. 

Senator HoLLAND. Mount Washington has an altitude of 6,288 feet. 

Captain Berry. Yes, sir. 

Senator Hotianp. And does supply you with a cloud situation 
which allows almost a constant carrying on of your experimental 
program that you have planned during the fall, winter, and spring 
months; is that right? 
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Captain Berry. Yes, sir, from November to April, better than 
5) percent of the time you have the proper cloud conditions, and 
almost 80 percent of the time the proper wind direction. 

Senator Porrer. Where would the target be? 

Captain Berry. That would be the observatory itself. 

Senator HoLLANp. Is there an observatory already located where 
you can analyze the results without having to set up a new expensive 
oper ation? 

Captain Berry. Yes, sir. 

All we have to do is put some generators down in the valley about 
sor 6 miles away from the summit. The Navy is lending us the gen- 
erators and the silver iodide solution. 

Senator Porrer. You will get the rainfall right on the summit. 

Captain Berry. We might get light snowfall, sir; but the thing is 
to see if We can produce a result at the summit that j is greater than the 
normal variability of the atmospheric nuclei which they measure up 
there about eight times a day anyway. If we cannot produce a result 
on the summit that is several orders of magnitude greater than that 
they see all the time, then all this commercial rainmaking is a waste 
of time. 

POSSIBLE DAMAGE 


Senator Porrer. Will that experiment do any damage or cause any 
inconvenience to people? I do not know whether people live up there. 
If they do, they might not like a heavy snowfall. 

Captain Berry. Downwind from the summit, 1 think they r would 
be happy to get additional snow. When they first heard this thing 
proposed, the papers called it a rainmaking experiment, and they 
thought we were going to wash the snow off their ski slopes. 

The only result will be additional snow downwind. 

Senator HoLtLanp. Who will actually do the work for you, com- 
mercial employees or the Government? 

Captain Berry. The Mount Washington Observatory, which is 
a nonprofit organization. 

Senator HOLLAND. Can you describe what you will do and why, so 
that we get it on the record? 

Will they do the seeding? 


DESCRIPTION OF METHOD 


Captain Berry. Yes, sir. We plan to place about 10 generators. 
Here is a diagram. This is the slope and this is the valle Vy. We will 
put about 10 generators along this road. 

Senator Hotutanp. That is silver iodide? 

Captain Berry. Yes, sir; and we will be in radio communication 
with the summit. When there are supercooled clouds at the proper 
temperature on the summit and if wind direction is right, they will 
radio to the field director in his jeep, and he will go down the road 
and light these all off, 

The idea is that at that time the summit should be experiencing 
quite a bit of icing. 

If we can get enough nuclei into this cloud so that we can turn 
every one of these supercooled drops of water into an ice crystal, the 
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icing should stop within a few minutes after we turned the generators 
on. 

If we do that for 15 minutes and then turn them off, the icing should 
start up again. 

This should be a repetitive experiment that we can duplicate enough, 
times so that there is no doubt as to what we have done. 

Senator Hotuanp. Is this a uniquely suitable place, as you have 
selected it, to determine the value of these rainmaking experiments? 


SELECTION OF SITE 


Captain Berry. Yes, sir. Dr. Schaefer, whom you might call the 
father of cloudseeding, is one of our consultants who selected this spot 

The Weather Bureau made an independent study and arrived at 
the conclusion that this was the best place in North America to do 
this work. 

Senator Hotuanp. Will the present appropriations made by the 
House enable you to go through with this? 

Captain Brerry. No, sir. 

Senator HoLtanp. The additional appropriations that you request 
in your justifications and your request here would enable you to carry 
through? 

Captain Berry. Yes, sir. 

Senator Houuanp. Is the United States Weather Bureau itsel! 
engaged in any evaluation work in this field? 


WEATHER BUREAU PROJECT 


Captain Orvitie. They are evaluating a project which they carried 
out for the Department of Defense in Seattle. We have had one 
preliminary report on that evaluation and I believe they are still 

carrying out certain phases of that evaluation. 

I believe that is the only project but it was under way before this 
committee was organized and, of course, we would have no reason to 
carry out another ‘evaluation, 

Mr. Garpner. They do not have a methodical, systematic program 
for evaluating these experiments nor do they have the authority to 
get the needed information. 

Captain Berry. I would like to add that the Weather Bureau 
project was done with dry-ice seeding from aircraft and the results 
have no bearing on the commercial type of rainmaking. 

Senator HoLtLtanp. Are they doing any cloud-seeding operations? 

Captain Berry. No, sir. 

Senator HoLttanp. Not at all? 

Captain Berry. No, sir, 

Senator Hotuanp. Are they supporting you in your request for 
the project at Mount Washington? 

Captain Orvitte. They have given us equipment and personnel 
and full support. 

Mr. Garpner. Dr. Reichelderfer, the Chief of the Weather Bureau, 
is an alternate on our committee. 

At our last meeting, March 15, he gave it his enthusiastic endorse- 
ment. 
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WEATHER BUREAU ASSISTANCE 


Senator Hotiann. The Weather Bureau does assist you by gather- 
ine special data to cooperate in your studies? 

\ir. GARDNER. That is correct, sir. 

senator HoLLAND. You have just described an extensive coopera- 
“i: effort which is proposed for the Mount Washington experiment. 

Captain OrvitLE. Yes, sir. 
Captain Berry. They have offered to do the forecasting for us. 

Senator HOLLAND. Senator Potter? 

Senator Porrer. Mr. Chairman, | would think it very desirable to 
find out once and for all what the effect of this cloud seeding is and the 
question that T would raise would be: If you have a target area that 
has been decided upon, what about the poor fellow who lives outside 
the target area when the rain that he would normally get hits some 
other area? It seems to me that this whole business of cloud seeding, 
if it is practicable, would have this point: this hit-and-miss method 
would not be satisfactory. I can visualize some dangers without some 
sort of control program. 


RECOMMENDATIONS TO CONGRESS 


As a result of the evaluation that you will be doing, will you recom- 
mend to the Congress at the conclusion of your work control legisla- 
tion, if it is deemed desirable? 

Captain ORVILL E. May I answer that question by reading section 
10 of Public Law 256? 

Senator HoLuanp. That is the act by which your committee was 


created? 
- ‘ : 

Captain OrvitiE. That is the act by which we are created. 

It says: 

The Committee shall from time to time submit a report on its findings and 
recommendations to the President for submission to the Congress. At the earliest 
possible moment the Committee shall submit a report to the President for sub- 
mission to the Congress on the advisability of the Federal Government regulating 

means of licenses or otherwise those who attempt to engage in activities de- 
signed to modify or control the weather. The Committee shall submit a final 
report to the President for submission to the Congress not later than June 30, 
1956 


that is our definite responsibility. 
ADVANTAGES AND DISADVANTAGES 


Senator Porrrer. It would seem to me that if this does work and 
can control and increase rainfall, it has some disadvantages as well 
as advantages and this hit-and-miss arrangement of the commercial 
company and the group of farmers who get together and seed a cloud 
to get the rain to fall on their area, which would benefit their par- 
ticular crop, might cause harm to other crops in the same area or 
might take the rain that would normally fall in another are: 

\ir. GARDNER. It is a serious proposition. 

Senator Porrer. Lam a little like Senator Holland. I think we are 
playing God a lot with a program of this kind. 

\Ir. Garpner. As you can see, sir, our citizens are doing it. We 
we faced with an actual condition - 
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Senator Porrer. I think it would be valuable for us to get that 
information. 
USE IN DUST BOWL 


If cloud seeding has been successful, and apparently some of it has 
been, why do we not have the necessary cloud structure in the so- 
called Dust Bowl area like the Panhandle of Texas and Oklahoma? 

Mr. Garvner. During the drought situations, you will not haye 
many clouds. 

Captain Orvitte. Weeks and weeks at a time your air would he 
dry and you would not have sufficient seeding opportunities. Of 
course, during those times, the value of what you can get is enhanced; 

Mr. Garpner. I would like to make one more plea, if I might, on 
behalf of this project which we hope to carry out. 

Senator HoLtutanp. This Mount Washington project? 

Mr. GarbDNER. Yes, sir; which we hope to carry out if we can obtain 
the funds. 

NEED FOR PHYSICAL EVALUATION 


I was talking with the possibility of cloud seeding decreasing prec ip- 
itation. It is important to us to find out if you can decrease precip- 
itation for two reasons: One is the obvious one, you will be depriving 
people of needed moisture rightfully theirs; sec ‘ondly, if in our evalua- 
tion there are not only increases but decreases, then our statistical 
evaluation program is jeopardized. Suppose we have 20 instances of 
seeding. Suppose 10 of them produce 15 percent increases and 10 
of them produce 15 percent decreases. Our combined evaluation will 
show no effect, whereas in truth there had been two effects. 

This project is our way of ascertaining whether indeed those de- 
creases can be brought about. It will fit into our program of statistical 
evaluation. 

STATEMENT OF SENATOR CASE 


Senator HoLtuanp. Senator Case, of South Dakota, has prepared a 
written statement affirming his support of the work of your agency, 
Captain Orville; at this time I am going to insert it into the record. 

Captain Orvitie. Thank you, Senator Holland. 

(The statement referred to follows:) 


STATEMENT OF SENATOR FRANCIS CASE 


My interest in the work of the Advisory Committee on Weather Control arises 
from the fact that I sponsored the legislation creating the Committee. In this 
I was joined by Senators Anderson, Smathers, Magnuson, Lehman, and Butler 
(Nebraska). 

I consider the Advisory Committee’s work one of the most significant acti\ ities 
of the Federal Government. Considering the importance of increasing wate! 
supplies and other phases of weather control, we could very properly spend a 
great deal of money on the subject. Wespend millions to build dams, to look int 
the possibilities for demineralizing sea and brackish water, and to carry out other 
phases of our national program for developing and conserving water resource 

If precipitation can be increased by means of cloud seeding to the extent of 10 
percent or 20 percent—as reports suggest—then weather control will become a 
integral and important phase of our national water program and a regular feat 
of agricultural production 
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fhe Advisory Committee on Weather Control gets reports from cloud seeders 
ind measures the extent of rainfall and snowfall increases. This job of statistical 

aluation occupies a small staff and forms the basis for most of its budget request. 

But there is another possibilitv——-cloud seeders may actually (and unintentionally) 
decrease precipitation. Recently I noted a news story about several cloud-seeding 
projects in Canada. The Canadian Weather Services reported that the Cloud 
seeding reduced precipitation 14 or 15 percent. An expert at the University of 
Saskatchewan said this meant a loss of $50 million to the farmers of his Province 
and Manitoba. 

lf it is indeed true that cloud seeding can harmfully deprive groups or areas of 
moisture, then this is a fact we must learn about and take into account. 

| have, from time to time, asked to be informed about the Advisory Committee’s 
activities. I find that its plans for fiscal vear 1956 inelude—in addition to the 
program Of statistical evaluation, to measure increases—a program of physical 
evaluation to determine whether cloud seeding can indeed produce precipitation 
decreases, by accident or intention. 

This forms a part of the budget request which the House of Representatives 
failed to allow. I think it important that the Senate restore these funds for two 
particular reasons: First, it is necessary that we definitely find out whether cloud 
seeding can harmfully deprive areas of moisture, and, second, because hidden 
decreases may affect the validity of the regular statistical program. 

Suppose, for instance, that the committee evaluates a group of 20 cloud- 
seeding projects. If 10 of them showed 10 percent increases and 10 of them showed 
10 percent decrease, then the overall analysis would show a zero percent increase. 
One would conclude that cloud seeding in those 20 instances caused no effect 
whereas, in reality, it caused two effects. 

The statistical evaluation, the basic measuring job of the Committee, must 
have a sound physical basis. The physical evaluation program planned by the 
Committee will ascertain key physical facts needed to give it that sound basis. 

Not only is the amount requested for physical evaluation comparatively small 
but the total request of the Advisory Committee is small considering the impor- 
tance of this work. Since 1950, a very large part of the Nation has been covered 
by rain-inereasing projects. At times the area covered by these projects has been 
as much as 12 times greater than the land under irrigation in this country. 

l'armers and ranchers—as well as utility companies and other water users— 
want to know the answer to the question of whether cloud seeding actually pro- 
vides substantial and important economic benefits. The question has been hang- 
ing fire for almost 10 years. Only a systematic and methodical study such as 
that being carried out by the Advisory Committee can provide this answer. 

The Advisory Committee obtains reports under authority of its legislation on 
all cloud-seeding projects. It is evaluating these projects and must come up 
with its answers by June 30, 1956. Failure to receive adequate funds will impair 
the value of its report and open up the possibility that it will be unable to complete 
its work by the deadline. 

Please let me respectfully express the hope that the Senate committee will 
allow the Committee the full amount of its budget request. 


DESIRABILITY OF SPEED 


Senator HoLLANp. It seems to me that the quicker we can complete 
any program that you have the better, and it happens that this is a 
good program to give us the result. 

Captain OrviLtie. We have a limited time and must get ahead with 
the work in the short time that remains by Public Law 256. 

Senator HoLuanp. I will be very interested to have Dr. Reichel- 
derfer’s written contribution in the record, because it seems to me that 
the only thing that will justify dragging out of this work rather than 
bringing it to a quick head would be a doubt on the part of the Weather 
Bureau as to the method you are using or as to the efficacy of the work. 

(The letter referred to follows:) 
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DEPARTMENT OF COMMERCE, 
WEATHER BUREAU, 
Washington, June 1, 1955 
Hon. Spessarp L. HOLLAND, 
Chairman, Senate Subcommittee on Appropriations, 
United States Senate, Washington, D. C. 

Drar Senator HoLiaANnp: In response to the two questions during reeent 
hearings on estimates of the Advisory Committee on Weather Control concer ing 
the views of the Weather Bureau about the proposed research project at Mount 
Washington, the following information is furnished. 

1. We believe the proposed project at Mount Washington is highly desirable: 
in fact, the Weather Bureau expects to carry on certain work in cooperation wit! 
and supplemental to the project by the Advisory Committee on Weather Contro 
Although experiments in cloud nucleation and artificial increase in precipitatioy 
have been very extensive and many hundreds of field tests have been made. 
there is little factual information as to the quantity of precipitation induced 
artificially. This is because it is difficult, if not impossible up to the present time, 
to distinguish between the rain or snow that occurs from natural causes and that 
induced artificially within limits of perhaps 30 percent. After the Weather 
Bureau’s artificial cloud nucleation research near Seattle during 1953-54, conducted 
with the cooperation of the military services, it became all the more evident that 
some means must be found for quantitative evaluation of the results. Following 
survey of the country for various favorable sites, the Bureau concluded that the 
best approach to laboratory-type experimentation probably could be accomplished 
on the Mount Washington site. In making preliminary inquiries and plans for 
this research at Mount Washington, we found that Mr. Vincent Schaefer and the 
Advisory Committee on Weather Control had in mind similar plans. The 
Bureau therefore has supported the view that the Advisory Committee on 
Weather Control should proceed with the project. 

2. Close working relationships have been developed between the Advisory 
Committee on Weather Control and the Weather Bureau to avoid duplication. 
The statement in the preceding paragraph is an example of how plans are coordi- 
nated in order to prevent duplication. 

Sincerely yours, 
F. W. REICHELDERFER, 
Chief of Bureau, 


Senator HoLLtanp. We will go to the next item. 
Captain Orvitte. Thank you for your kindness. 


UNITED STATES TARIFF COMMISSION 


STATEMENTS OF EDGAR B. BROSSARD, CHAIRMAN; JOSEPH E. 
TALBOT, VICE CHAIRMAN; LYNN R. EDMINSTER, COMMIS- 
SIONER; WALTER R. SCHREIBER, COMMISSIONER; GLEN W. 
SUTTON, COMMISSIONER; LOUIS S. BALLIF, CHIEF, TECHNICAL 
SERVICE; BEN D. DORFMAN, CHIEF, ECONOMICS DIVISION; 
RUSSELL SHEWMAKER, ASSISTANT GENERAL COUNSEL; DONN 
N. BENT, THE SECRETARY 


HOUSE ALLOWANCE 


Senator Hotitanp. The next item, last of the independent agencies 
in the bill, is the United States Tariff Commission. 

For salaries and expenses of the Tariff Commission, the House bill 
allowed $1,400,000, which is the amount of the estimate for 1956, 
and $73,000 more than the 1955 appropriation. The Tariff Com- 
mission has advised the committee that they asked for no amend- 
ment, but simply request Senate concurrence with the action of the 
House. 
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JUSTIFICATION 


The data contained in pages 1 to 8, inclusive, of the justifications 
submitted by the Commission will be included in the record at this 
point. 

The justification referred to follows:) 


GENERAL JUSTIFICATION 


I. INTRODUCTORY SUMMARY 


The Tariff Commission’s total estimate for 1956 is $1,416,000. The amount 
requested for personal services is $1,345,000, which will provide an average 
annual employment of 211. While this is slightly larger than the average employ- 
ment of 204 estimated for the current fiscal year, it is considered the minimum 
necessary if the Commission is to meet the increasing demands upon its services. 

The activity groupings adopted for previous years by agreement between the 
Bureau of the Budget and the Commission are carried forward in the present 
estimates. Estimates for the two activities may be summarized as follows: 

Activity ] is stated: ‘Research, investigations, and reports on international 
trade, tariffs, and commercial policies.””. This covers all substantive work of the 
Commission, as well as all miscellaneous expenses. The total requested for this 
activity is $1,204,000. Of this amount, $1,133,000 is for personal services at an 
average annual employment of 177. The balance of $71,000 provides for all 
miscellaneous expenses. 

Activity II is entitled: ‘‘Executive direction and administration.” It includes 
the commissioners’ offices and the administrative services. The total request for 
this activity is $212,000, for an average annual employment of 34. Apart from 
the offices of the commissioners, whose salaries are fixed by law, the estimate for 
administrative services totals $95,295 for an average annual employment of 22. 
This amount is 6.7 percent of the total appropriation, a smaller proportion than 
in the current and previous years. 

The bases for the foregoing estimates are analyzed in detail by major categories 
of work, in the following justification. At this time we wish to emphasize briefly 
certain basic considerations. 

The Commission has arrived at its estimates for 1956 anly after the most 
careful study, and with full consideration of the importance of achieving all 
possible reductions in Federal expenditures. 

The small inerease requested is considered absolutely essential if the Com- 
mission is to meet the rising demands from Congress, the administration, and from 
industry, for its services, primarily in the conduct of investigations which the 
Commission is legally required to complete within statutory deadline periods. 

The recently approved Customs Simplification Act of 1954 (Publie Law 768, 
83d Cong.) has imposed on the Commission heavy new responsibilities in addition 
to those previously existing. Under that act, the Commission must, within 2 
vears, make a comprehensive investigation of the entire United States tariff 
structure, and, after public hearings, recommend a simplified revision thereof. 

The Customs Simplification Act also transfers to the Commission from the 
Treasury Department the responsibility under the Anti-Dumping Act, 1921, for 
determining, after investigation, whether an industry in the United States is being 
or is likely to be injured, or prevented from being established, by reason of the 
importation of merchandise which the Secretary of the Treasury has determined 
is being, or is likely to be sold in the United States or elsewhere at less than its 
fair value. 

It is obviously impossible for the Commission to foresee at the present time the 
nature and extent of its workload during 1956 under either of the above-mentioned 
provisions of the Customs Simplification Act of 1954. In the present estimates, 
we have contemplated that such work can be carried out within existing appropria- 
tions for the current year, and have included only the most conservative estimates 
for such work for fiscal 1956. We wish to point out that after we have been 
engaged in this new work for a few months and obtain a clearer understanding of 
What is involved, we may find it necessary to submit revised estimates for 1956. 

A perspective of the Commission’s average employment over an 18-year period 
is shown in the following table: 
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Average employment table, 1939 to 1956 


Average 
employ- 
ment 


1939__. idk ‘ ‘ 303 | 1948 

1940__.- : ae 301 | 1949_ 

1941 , 299 | 1950 
303 
336 
S02) 1966......... 
DNs oo oo cee cnewen 
269 | 1955 (estimate) ______- 
2281 1956 (estimate) - -__- 


II, PERSONNEL REQUIREMENTS 


The estimates are set up and analyzed under the two major activity groupings 
established by agreement with the Bureau of the Budget, in the following languag 
Activity I: Research, investigations and reports on international trade, 
tariffs, and commercial policies. 
Activity II: Executive direction and administration. 

Activity I covers all substantive work of the Commission. It includes al] 
elements of the Commission’s personnel except those listed below under activity 
II. Activity I also includes all items of miscellaneous expense. 

Activity II covers the Commissioners’ offices, and the following administrative 
units: Secretary’s Office (excluding the functions of the former Docket Section), 
Personnel, Finance, Mail and Files, and Messengers. 

Although miscellaneous expenses are formally included under activity I, in 
the interest of simplicity, they are herein analyzed in a separate section following 
the discussion of personnel requirements for both activities I and IT. 

The comparative activity table on the following page summarizes for convenient 
reference the principal components of both activities for 1954, 1955, and 1956. 
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Activity I—Research, investigations, and reports on international trade, tariffs, any 
commercial policies 

This section analyzes the Commission’s personnel needs for activity I in terns 
of its recorded experience during the fiscal years 1952, 1953, and 1954, and its 
prospective work in the fiscal years 1955 and 1956, under four main headings 
(a) Publie investigations; (b) furnishing technical information and assistance 
(c) special reports and activities; and (d) assembling and analyzing basic data 

For convenient reference, the comparative man-year table on the following 
page shows the Commission’s activities, and the corresponding man-year expendi- 
tures and estimates, for a 5-year period. 

The personnel used and needed for work under the several headings listed aboy. 
are first discussed in terms of man-year requirements without regard to the severs 
classes and levels of employees involved. 


Comparative man-year table (by fiscal years 


Man vear 


Man years expended 
mat 


ACTIVITY I 
Public investigations - - 

1. ‘‘Escape-clause’’ investigations 

. Investigations under section 22, A. A. / 
3. Investigations under section 332, T. A 
4. ‘*Peril point” investigations 

5. Tariff simplification investigation 

. “Antidumping”’ investigations 

7. Other public investigations 


Furnishing technical information and assistance 


1. To Congress 
2. To other Federal agencies 


3. To industry and the public 
Special reports and activities 


1. Summaries of tariff information 

2. Reports on synthetie organic chemicals 
3. Trade agreements reports and activities 
4, Miscellaneous reports and activities 


Assembling and analyzing basie data 
Total, activity I 
ACTIVITY II 39. ‘ 33 


Grand total 201.0 195.0 


GENERAL STATEMENT 


Senator HoLLAND. Who is here to speak for the Tariff Commission? 

Mr. Brossarp. I am Chairman Brossard. 

Senutor HoLLAND. We are glad to have you here. We note that 
you do not have trouble so far as the House bill is concerned. I take 
it that you are not asking for trouble by appearing here. 

Mr. Brossarp. That is right. I have a one-page statement which 
I shall read, sir, and if there are any questions, we should be glad to 
answer them. 

Mr. Chairman and members of the committee, as we appear before 
vou today, the Tariff Commission is in the midst of the greatest work- 
load in its history, and is faced with even heavier responsibilities in the 
coming year. 

The Commission’s regular public investigations, under the escape- 
clause and peril-point provisions, section 22 of the Agricultural 
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Adjustment Act, and other existing statutes, are continuing at a high 
level. 

Senator HoLLAND. You do not mention section 8 (a) of the exten- 
sion of the Reciprocal Trade Agreements Act. You have not been 
asked to make any survey under that section? 

\ir. Brossarp. No. But if we are, of course, then we shall have to 
do it. 

CUSTOMS SIMPLIFICATION ACT OF 1954 


Under the recent Customs Simplification Act of 1954, the Com- 
mission has been assigned new duties, including the conduct of anti- 
dumping investigations, and a comprehensive study of all tariff 
classifications and the preparation of recommendations for their 
simplification. 


ANTIDUMPING INVESTIGATIONS 


senator Porrer. If you will allow me to interrupt at this time, 
what are antidumping investigations? 

\Ir. Brossarp. Those are investigations which formerly were under- 
aken by the Treasury Department where products were tmported 
nto the United States at prices below fair value and the antidumping 
haw used to re quire automatic rec iprocal increase of fees or duties to 
offset dumping. 

Then remedial action was made dependent upon a finding by the 
Treasury that there was injury to the domestic industry, and now the 

that was passed in 1954 requires that the Treasury find whether 

or not products are being dumped and the Tariff Commission is re- 

( quired to find and report to the Treasury whether or not the dumping 

as caused injury to the domestic industry and then the Treasury 

automatically applies the remedy if those two conditions are found 
to exist, 

Both of these new tasks have already required substantial added 
vork, which is certain to increase greatly during the coming months. 

Whatever the outcome of the trade agreements legislation now 
pending in Congress, it is clear that the tensions resulting from the 
competition of imported products with domestic industries will con- 
tinue unabated in the coming year. Correspondingly, the expert 
and objective services of the Tariff Commission are certain to be 

alled upon in increasing measure by the Congress, the administra- 
tion, and the public. 

Despite these heavy and rising demands, the Commission is request- 
ing funds to increase its average employment by only 7 employees, 
trom the total of 204 in the current year to 211 in 1956. The estimate, 
including reimbursements of $16,000, totals $1,416,000, including both 
personal services and miscellaneous expenses, and is analyzed in detail 
in our written justification. From even this brief summary, we 
believe it will be evident that the Commission must have the full 
amount requested if it is to meet its important responsibilities 
effe tively. 

We will be happy to answer any questions or to furnish any addi- 
tional information which may be of assistance to the committee. 

Senator HoLLanpb. I have no questions. 

I may have 1 or 2 for the record later, but it seems to me that with 
as much debate as there is in Congress over the value and precise 
formulas prescribed for the handling of the escape-clause and peril- 
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point provisions and section 22 of the AAA and section 8 (a) of the 
Reciprocal Trade Agreement Extension Act that everyone must sup- 
port the view that the agency which checks on facts to discover what 
should be done must have the personnel and opportunity to check 
quickly. 

The only complaint that I have heard as to the function of the 
Tariff Commission has been that there have sometimes been very 
great delays before the checking could be completed, and as I under- 
stand your request now, you want to speed up the activity so as to 
supply the facts more quickly and enable whatever machinery there 
is to function more effectively. 

You do not supply the machinery. You just try to make it work, 
do you not? 

Mr. Brossarp. Yes, sir. 

Senator HoLtuanp. I cannot believe that there will be any difference 
of opinion here from that already shown in the House to give you 
what vou have asked for. 

Senator Porrer. That is right. 


COMPREHENSIVE REVIEW OF TARIFFS 


Senator Hottanp. Now, how long has it been since you mad 
complete or comprehensive review of the tariffs? 

Mr. Brossarp. Before the Tariff Act of 1922 was passed. Our 
reports were submitted in 1921. Then, of course, during the con- 
sideration by the Congress of the acts of 1921 and of 1922 and of 1930, 
the Tariff Commission advised the Congress and all our technical 
experts were made available to the Ways and Means and Finance 
Committees, but the last review of the whole situation was made over 
30 vears ago. 

Senator Porrer. It would seem to me that that might be a desirable 
thing to have done. 

Mr. Brossarp. That is what the Commission is requested to do by 
the Congress under this 1954 Simplification Act. We are in the 
process of doing it now. 

Senator HoLLtanp. You refer to the Customs Simplification Act of 
1954? 

Mr. Brossarp. That is right. 

Senator HoLutanp. You made this budget request some time ago. 
Is your judgment still that the appropriation which you have requested 
will enable you to do with promptness that job that is required by the 
1954 Customs Simplification Act? 

Mr. Brossarp. We are in the process of doing it and we think 
with the additional staff that is allowed here, we will be able to report 
by the time requested by the Congress if we do not get sidetracked 
on new and now unforeseen work so that we do not have time enough 
left to do it. 

Senator Hoiianp. So far as you can now foresee the situation, 
your request made to the budget last fall, recommended by the 
budget and acted on favorably by the House, takes care of the situa- 
tion? 

Mr. Brossarp. We think it will. That is, being very conservative 
about it, we hope that nobody is going to flood us with a lot of unneces- 
sary investigations. 
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Senator Hottanp. In such case, you reserve the right to change 
your mind? 

’ Mr. Brossarp. That is right. We may have to come back if they 
do it. 

Senator Hotuanpb. I hope you will not have to change your mind, 
because I think the Congress very badly needs that review of the 
tariff situation which you are required to make, as I understand, 
under the 1954 Customs Simplification Act. 

Mr. Brossarp. That seems to be the general opinion. 

The matter was discussed for years before the investigation was 
finally requested, and finally there was formal legislation and we were 
asked to do the job. 

Senator HoLLANp. Thank you, sir. 

The committee will stand in recess until 2 o’clock today. 

(Whereupon, at 11:13 a. m., a recess was taken until 2 p. m., this 
same day.) 

AFTER RECESS, 2 P. M. 


DEPARTMENT OF COMMERCE 
BuREAU OF FOREIGN COMMERCE 


STATEMENTS OF SAMUEL W. ANDERSON, ASSISTANT SECRETARY 
FOR INTERNATIONAL AFFAIRS; GEORGE T. MOORE, ASSISTANT 
SECRETARY OF COMMERCE; OSCAR H. NIELSON, DEPART- 
MENTAL BUDGET OFFICER; LORING K. MACY, DIRECTOR, 
BUREAU OF FOREIGN COMMERCE; JOHN C. BORTON, DIRECTOR, 
OFFICE OF EXPORT SUPPLY; REX ANDERSON, EXECUTIVE 
OFFICER; MARSHALL SMITH, DEPUTY ASSISTANT SECRETARY; 
E. F, BECKER, DIRECTOR, COMMERCIAL INTELLIGENCE DIVI- 
SION; FRANK B. GATCHELL, BUDGET OFFICER, BUREAU OF 
CUSTOMS, TREASURY DEPARTMENT 


PREPARED STATEMENT 


Senator Porrrr. The subcommittee will come to order. 

Senator Holland, the chairman of the subcommittee, will be delayed 
a little while this afternoon but he will be here shortly. In the 
meantime, we can begin your testimony. 

Mr. Anderson, you have a brief statement, I assume, which you 
would like to submit. 

Mr. ANpEerson. I would like to submit this statement and perhaps 
in the interest of time it would be desirable not to read it word for 
word. 

Senator Porrer. Your office is generally responsible for the func- 
tions of the Department of Commerce with respect to foreign trade, 
including export controls? 

Mr. ANDERSON. Yes, sir. 

Senator Porrer. You operate within the Department relative to 
the Bureau of Foreign Commerce? 

Mr. ANDERSON. Yes, sir. 

Senator Porrrer. You may present your statement in any way you 
deem advisable. 
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Mr. AnprErson. I will give to the reporter the full text, Mr. Chair. 
man. 

Senator Porrer. Without objection that will be made part of the 
record. 

(The statement referred to follows:) 


STATEMENT OF SAMUEL W. ANDERSON, ASSISTANT SECRETARY FOR 
INTERNATIONAL AFFAIRS 


In appearing before your committee I wish to express the deep concern th 
Secretary and I feel as a result of the budget cuts recommended for the Bureay 
of Foreign Commerce in fiscal 1956 by the committee of the House. It is our 
considered opinion that these cuts, if allowed to stand, will result in consequences 
which we believe the committee of the Senate will wish to avold. 

The budget requested for the Bureau of Foreign Commerce for fiscal 1956 is in 
two parts. The first of these provides funds for the work of the Bureau to service 
businessmen operating in the foreign trade and investment field while the second 
covers the moneys necessary for the administration of the Export Control Act, 
The committee of the House has recommended a budget of $1,800,000 for the 
Bureau’s work on foreign trade and investment, a cut of $400,000 from the 
$2,200,000 requested and $200,000 less than provided in fiseal 1955. For admin- 
istration of the Export Control Aet the House committee has recommended 
$2,500,000, a eut of $500,000 from the $3 million requested and $931,000 less than 
the appropriation for fiseal 1955. 

In recommending that the export control budget be reduced from the $3 million 
requested to $2,500,000, the committee of the House assumed that such a redue- 
tion was possible because of the budget presentation indicating that the number of 
items on the Positive List has been reduced by 45 percent. We had allowed for 
this decrease in the Positive List when we reduced our fiseal 1956 request to 
$3 million from the $3,431,000 allowed in the adjusted appropriation for fiscal 
1955. The decrease in the licensing load was 36 percent and as a result we de 
creased personnel by 34 percent. 

The additional reduction propos d } the committee of the House for re 
of ihe decreased Positive List is cor trary to the facts of the workload involved 

We are engaged in a program which seeks to keep strategic materials fron 
reaching countries in the Soviet orbit For this particular purpose all c 
mo wget without regard tothe Positive List are uncer eontrol for such destinations 
Mo ‘ce Important tha ij rediate job of licensing are investigations to a 

cninst transshipment, adequate customs inspections of all shipments to as 
igainst illegal exports, and the work done to secure cooperation of other major 
exporting nations to assure that materials denied by the United States will 
be obtained from such other sources. Such work does not decrease in proportior 
to decreases in the Positive List. 

The committee of the House’s assumption that our fiscal 1956 budget could be 
decreased according to the length of the Positive List fails to reeognize the fact 
that in fiseal 1955 a program for mandatory control over exports of technical 
data was instituted. This program is designed to deny the Soviet bloe countries 
the benefits of United States know-how and is scheduled for expansion in fiscal 
1956, including an effort to secure the cooperation of friendly foreign countries in 
the operation, 

Finally, T should like to point out that efforts to tie the export control budget 
to the Positive List are likely to lead us badly astray. While our budget request 
was being considered by the committee of the House, we found it necessary to add 
certain items to the Positive List for short supply reasons. And current high 
levels of economic activity at home and abroad mean that such items as copper, 
nickel, aluminum, titanium, and iron and steel serap are likely to be in short 
supply throughout fiscal 1956 

With respect then to the operation of export controls the Secretary and I feel 
that the $8 million we have requested is a conservative estimate of what it will 
take to maintain the safeguards the program provides to the security of the 
United States. We know that the Congress would not wish to impair these 
safeguards and we, therefore, request that the total of $38 million be allowed 
F The recommendation of the committee of the House with respect to the appro- 
priation for the Bureau of Foreign Commerce for service to businessmen on foreign 

trade and investment, if allowed to stand, would put the work of the Department 
in this area back to shoud where it was in fiscal 1954. Such a move would | 
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1 
t 


contrary to the foreign trade and investment interests of the United States and 

the determination of the Department to provide more adequate representation 

within the Government for such interests. I do not believe that the committee 

{the Senate would wish to reverse its decision of a vear ago when it was decided 
trengthen the work of the Department in this area. 

The fiscal 1955 appropriation allowed to the Bureau of Foreign Commerce 
for foreign trade and investment work recognized the need for an expansion 
of operations in this area. We have spent a year in strengthening the organiza- 
tion and we have made satisfactory progress with the work. Now, if the reeom- 
mendation of the committee of the House were allowed to stand it would mean: 

|. Dissipation of our reeruitment efforts by reduction in the level of employ- 
ment of 204 persons authorized in fiseal 1955 to 224 for fiscal 1956. This would 
mean that to all intents and purposes the Bureau of Foreign Commerce would 
be put back to its fiseal 1954 status when employment was 212. 

2. With the reduction of personnel and the corollary reduction in money for 
other purposes, the reduced budget for fiscal 1956 would mean that the Bureau 
of Foreign Commerce informational service to business would be eut baek. This 
service, Which includes publication of information required by traders and inves- 
tors, has been increased by some 40 percent during fiscal 1955 and the recom- 
mended cut, if allowed to stand, would result in elimination of this gain for all 
practical purposes. 

3. During fiscal 1955 the Soviet-bloe countries started an extensive drive to 
wean the free countries of the world from the side of the democratic nations by 
offers to supply equipment, technical assistance, and financial aid. The offers of 
the bloe countries involved roadbuilding, ceanstruction of a steel mill, and numerous 
other types of industrial installations as well as numerous bilateral trade agree- 
ments. In fiscal 1955 the BFC has inereased the work of investigating and report- 
ing on Communist trade activities for purposes of the Government and United 
States businessmen. The BIC has been called upon for inereased work in con- 
nection with United States interagency groups and in international conferences 
seeking Ways to assist private enterprise to meet the competition from the bloc. 
Furthermore, as appropriate, the BFC has made representations to foreign gov- 
ernments promoting the interests of private industry and private investment as 
opposed to proposals being made by the U. 8. S. R. This Soviet trade and tech- 
nieal-assistance drive is being intensified and the work of the BFC in this area 
should be inereased rather than reduced. 

t. The budget recommended by the committee of the House means that we 
would have to wash out a year’s work in building up the BFC in order to meet 
the requests of United States business firms for assistance on foreign trade and 
investment matters. In addition to a waste of funds, it would mean that after 
some encouraging assistance to businessmen we would have to begin sloughing off 
their requests. 

In the period April 1, 1954, to April 1, 1955, we have handled more than 500,000 
requests for assistance ranging from representations to foreign governments on 
discriminatory trade practices to supplying information on tariff rates. We believe 
that the results we have obtained this past year justify stabilizing the work at the 
level authorized by the fiscal 1955 budget. This is the basis for our fiseal 1956 
budget request. The appropriation of $2,200,000 we have requested will put the 
work of the BFC on a 12-month basis at the levels authorized by the fiseal 1955 
budget. We urge that the committee of the Senate allow the full amount of the 
request. 

In closing, I again want to emphasize the deep concern with which the Secretary 
and I view the cuts recommended by the committee of the House for the BFC 
fiseal 1956 appropriations. I wish to assure you that this appropriation request 
was subjected to critical review within the Department and it is our considered 
judgment that the total appropriation requested will be needed if the operations 
for which we are responsible are not to be seriously impaired. 


EXPORT CONTROL 


Mr. ANpERSON. This recommendation that we bring before you, 
sir: is divided into two parts. 

The first is the cut which the House committee recommended with 
respect to the amount for export control. The Department asked 


» 


for and the Bureau of the Budget approved a request for $3 million 
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for the operation under the Export Control Act. The House com- 
mittee reconimended a reduction of this amount to $2.5 million, o; 
a cut of $500,000. 

As in pre vious years, Mr. Chairman, we have always come befor 
both committees of the House and Senate in this area of export contro! 
with the basic statement that our capacity and resources for im- 
plementing the work under the Export Control Act would largely 
determine the extent to which strategic materials would or would 
not flow to the Soviet bloc. 

Over the vears the Department has evolved a rather extensive and 
elaborate system of checks and controls, and, in cooperation — our 
partners in Europe, have investigated cooperative methods of en- 
forcement of agreed upon levels of control and agreed upon hid, 
of frustrating transshipments attempted by dishonest traders who 
operate sometimes in this field. 

These methods are not directly related —nor are the resources for 
pursuing them directly related—to the number of items that are 
under control. Before the House committee, for example, we brought 
out the fact that what is known as our positive lists, that is, those 
items the export of which had to be authorized by specific license, 
have been reduced over the past 2 years by 45 percent. This appeared 
to be a basis for some of their reasoning to impose this cut. 

Our position is that the actual reduction in the positive list, itself 
is not the basic underpinnings on which we place our request for re- 
sources but rather the skills which must be brought to bear and the 
extent of coverage with regard to enforcement. 


EFFECT OF HOUSE REDUCTION 


Senator Porrer. Would this $500,000 be reflected in lost personnel? 

Mr. Anprerson. Yes, sir; it would reduce the personnel from 570 
to 458. 

You understand, Mr. Chairman, some of the resources, slightly 
less than $1 million, are transferred to customs in order to finance 
their inspection work on sample basis of exports and also a careful 
checking and examination of representations made in the bills of lading 
and export documents which we find sometimes are used to frustrate 
our controls. 

Senator Porrrer. Are we speaking now of the $500,000? 

Mr. ANDERSON. Yes, sir. 

Senator Porrer. You say some of those funds have been allocated 
to customs? 

Mr. ANDERSON. Yes, sir. Each year we allocate between $800,000 
and $1.1 million, depending on the amount needed, to the customs 
because they are the men at the ports who carry out our instructions 
respecting suspicious-looking shipments or suspicious-looking docu- 
ments. 

Senator Porrrer. Would this reduction hamper the customs people? 

Mr. ANDERSON. Yes, we would have to cut the customs below the 
resources that we believe are required. 
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LIMITATIONS ON EFFECTIVENESS 


Again, Mr. Chairman, I would like to emphasize that we have 
always come before this committee and said we will do whatever job 
you feel we should do with respect to the resources made available. 
We must warn you, however, that a cut of half a million will increase 
substantially the risks of diversions and other very unfortunate events 
with respect to the economic security of the United States. 

Senator Porrrr. Do you feel, Mr. Anderson, that you are doing a 
good job at the present time of keeping strategic materials from getting 
into the wrong hands? 

Mr. ANDERSON. Yes, sir. It is getting better each year. 

Last year we negotiated with our friends abroad to increase the 
degree of controls on transshipping and controls to free ports such as 
Amsterdam. ‘This is beginning to work much better than it has in the 
past so I think it is proper to say that, together with our friends 
abroad, we are tightening up the extent and quality of control and we 
also deleted a number of items from the international control list and 
have ourselves followed suit with our own control list. 


COOPERATION OF ALLIED COUNTRIES 


Senator Porrer. Do you find there is a better degree of cooperation 
with our so-called allied countries in carrying out this provision in order 
to eliminate the transshipment? 

Mr. AnperRSON. Very definitely. This last year the imposition of 
two new types of controls to which I have referred, namely, a finance 


control so that you can catch it at the time the letters of credit 
are under consideration and, secondly, this so-called transshipment 
control. 

We have experts here who can testify in detail on how those work, 
Mr. Chairman, if you wish: 


INDOCHINA SITUATION 


Senator Porrer. I have been more or less concerned about what is 
alleged to be happening in Indochina with the French Government 
apparently trying to maintain trade routes with the Communists at 
the same time they are trying to hold the southern part of Vietnam. 

Mr. ANDERSON. Yes, sir. We have seen those same statements 
and, from a broad policy point of view, we are equally concerned with 
this. Insofar as the technical controls of exports into South Vietnam 
and North Vietnam, we think we have as good a system now as we 
can devise in the rather confused situation there. 

We are treating North Vietnam in precisely the same way as we 
treat Red China. 

With respect to South Vietnam, we have a very close control which 
is studied almost ad hoc. 

Senator Porrrr. Would you be at liberty or do you have informa- 
tion as to whether any strategic materials that come from our country 
have been diverted to the use of the Communists? 

Mr. ANpERSON. I would hate to speak off the cuff on that, Mr. 
Chairman, but I can assure you that every effort is being directed to 
avoid this. 

Mr. Borton, do you want to say anything on this subject? 
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METHOD OF CHECKING 


Mr. Borron. Mr. Chairman, we get a check from our Embass\ on 
all of the substantial shipments before we license them so that we are 
reasonably sure that the shipments which are authorized from the 
United States will stay in South Vietnam. 

We believe that there is not a great deal being transshipped, not. 
W ithstanding the disturbing stories which vou and we have heard, fo» 
the reason that the transportation facilities are almost nil. Tho 
bridges are destroyed and there are no through roads. Shipments }y 
water have been carefully controlled, 

So, although on paper it looks like an inviting opportunity for trans. 
shipment, in actual fact we have not been able to discover that any 
shipments of substance are mace. 

Senator Porrer. To get back to your budgetary item, ] would 
assume that unless vour $500,000 were restored, it would lessen Vou! 
surveillance of that particular work? 

Mr. ANDERSON. Just as simple as that, Mr. Chairman. We ¢dy 
not believe that vou and the committee would welcome any lessening 
of this degree of control and we tell you quite frankly that our bes 
professional judgment is that $2 million is necessary, 


REQUEST LESS THAN CURRENT COST 


Mr. Smith has just called my attention to the fact that the 195; 
appropriation by the Congress was $3.6 million. We actually wer 
able to save some money during the year on that and $3,431,000 was 
in fact used during the current fiscal year that is about to end and we 
have asked for $3 million or $431,000 less than we spent. 

Senator Porrrr. You think vou can do the job with the amount 
that vou requested? 

Mr. ANDERSON. That is our best judgement. 

Now, if I may, Mr. Chairman, I will leave the subject of export 
control for a moment and take the other part of our request. 


FOREIGN COMM ERCE EXPANSION 


You will remember, perhaps, that last year, after considerable dis- 
cussion in this committee, the Congress granted us for our trade- 
promotion activities of all sorts other than export control, an increase 
in 1955 over 1954 of $500,000; namely, from $1.5 million to approx- 
imately $2 million. Now we present to the Congress a request. that 
we be granted the money to continue on a year-round annualized 
basis, which would require $2.2 million. 

We have substantially improved the quality and the coverage of the 
information and material which the American business community is 
interested in from the standpoint of international trade needs. 


ABANDONMENT OF PROGRESS 


To accept the decision of the House committee to cut the $2.2 
million to $1.8 million would virtually abandon most of the progress 
which we have made this year in satisfying to a greater degree the 
needs of the American business community interested in foreign trade. 
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Senator Porrrer. In what form is that taken? In what way would 

vou better take care of American business? 
" Mr. Anprerson. I might illustrate that in this way as typical. 
This little chart shows over 500,000 inquiries each year which come 
into the Bureau of Foreign Commerce from traders and investors all 
over the world, and especially from the United States, these 500,000 
inquiries are broken down here, as you can see in the chart, to export 
control, 30 percent; documentation, customs regulations, foreign 
tariffs, exchange, commodity controls, 20 percent; trade lists, trade 
opportunities, 11 percent; import and export schedules, 8 percent; 
trade strikes, economic conditions, markets for produc ts surveys, 15 
percent; and miscellaneous, 16 percent. Now, this is the voice of 
American business, particularly small businsss. 

Over half of the inquiries that are received in the 33 field offices of 
the Commerce Department have to do with international business. 
The reason is, that those who want to get information concerning 
domestic affairs can go to their banks quite easily, but there is no 
substitute for that except the Department of Commerce when it 
comes to inquiries regarding foreign trade. 


USE OF PUBLICATIONS 


This last year, from April 20, 1954, to April 20, 1955, we serviced 
these Inquiries in considerable measure aoa public: itions. 

These charts indicate the great increase in the demands for and 
supply by us, of publications which we distributed this year, which 
is an indication of the rising interest of American traders and investors 
in foreign business. 

As you know, as the markets of the world have freed up and as our 
competitive friends like Germany, Japan, England, France, and Italy 
have completed their recoveries, they are actively and aggressively 
promoting foreign markets for their goods which is some ‘thing we have 
encouraged them to do in order to become less of a burden on foreign 
aid. But this is making international markets increasingly com- 
petitive. 

American businessmen are looking to an ever greater extent to the 
Department of Commerce to help them in prov iding information that 
they need in expanding and pressing their operations abroad. 


FOSTERING FOREIGN TRADE 


Now, one of the things which seems to be quite evident, Mr. Chair- 
man, is this: Congress ‘apparently is going to accept the major tenets 
of the Dae nt’s foreign economic police: v, the heart of which is 
H. R. 1. It seems to me that it would be very inconsistent for the 
Senda ess, generally speaking, to buy virtually all parts of the Presi- 
dent’s foreign economic policy and then deny to the one de ‘partment 
which is ¢ charged specifically with the duties of promoting and fostering 
the foreign trade both ways, necessary resources to carry out the 
program ‘adequate ly. 

We believe that the restoration of this cut permitting us to go back 
to annualized basis that we have is an absolute essential if we are not 
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to be guilty of saying pious words on the one hand and denying re. 
sources with which to carry it out on the other. 

Senator Porrrr. Is this service being duplicated by other depart- 
ments? 

Mr. AnprErRsON. No, sir; the Commerce Department is unique in its 
furnishing of this material. Now, I do not say that, for example, an 
inquiry that may hit another department, they may not use much of 
the information that we have but the degree of duplication is very 
limited. 

We have here, I think, a good many samples of the kind of informa- 
tion that we get out periodically, and if you would like to spend th 
time, I will ask one of our people to let us have some of the samples 
of these. 

PURPOSE OF RESTORATION REQUESTED 


Senator Porrer. Is the entire amount of $400,000 that vou ar 
asking to be restored for the personnel who compile and put out th 
bulletins? 

Mr. Anprerson. It is the overall personnel of the Bureau of Foreign 
Commerce which does not deal with export control; that consists, 
really, of two fundamental parts [showing chart]. It is these two 
sections [indicating] of the Bureau of Foreign Commerce, Mi 
Chairman. 

This section is largely devoted to the export control problems but 
here [indicating] we have the Office of Economic Affairs, where we 
have our people who are real experts on the conditions from a trader's 
point of view and investor’s point of view on general economic back- 
ground of all the important areas of the world. 

When a trader or investor comes to us and says, ‘I need the follow- 
ing types of information about Thailand or about Bolivia,’ we can 
provide it from this section [indicating] or our Department. 

In showing vou this chart, you will note the specialized staffs. For 
example, the insurance staff is a very small but skillful and knows 
about insurance all over the world. If a shipper or trader needs to 
know in connection with his business what the insurance rates are 
between South Africa and Australia, we can supply that information 


SERVICE TO INSURANCE COMPANIES 


Mr. Smith reminds me that we service all of our insurance com- 
panies with respect to foreign business; that they are continually look- 
ing at it and increasing it. We have had a good deal of consultation 
with American insurance companies who desire to get more heavily 
into world insurance. 

Again referring to the chart, our Commercial Intelligence Division 
is where we keep files on well nigh 1 million business traders and busi- 
nesses so that we can provide information to those who are interested 
in doing business with them. 

Here [indicating] is the International Trade Division in which we 
try to help traders and industries, both sides, both importers and ex- 
porters, in their attempts and desires to develop their markets and 
learn more. 





"ine Ie. 
depart. 


1 1N its 
ple, an 
uch of 
Is very 


forma- 
nad thy 
amples 


OU are 
ut the 


oreign 
Nsists. 
se two 


Mi 


1s but 
re we 
ader’s 
back- 


ollow- 
e can 


For 
cnows 
“ds to 
S are 
ation 


com- 
look- 
ation 
avily 


rision 
busi- 
ested 


h we 
d ex- 
and 


COMMERCE AND RELATED AGENCIES, 1956 
SPECIALISTS IN FOREIGN CONDITIONS 


Finally, we have Transportation and Utilities Division. There 
avain we have experts who are able to answer such questions as: 

What are the rail rates and schedules between any given points 
which are connected by rail abroad? 

What are the power rates in Séo Paulo, how reliable? 

What was last year’s experience with respect to shutdowns? 

All the information a man would want to consider if he is going to 
do business with people in these countries. The load is increasing on 
these two Divisions because of the very rapid expansion on the part 
of American traders and investors in this field. 

We therefore ask you to help us keep abreast of that load and not 
to disappoint people who have a legitimate right to call upon us. 

Senator Porrer. Senator Holland? 

Senator Hottanp. No questions now. 


TRADE COMMISSIONERS 


Senator Porrger. I have been asked to ask this question: How 
much of the increase that vou are requesting rleates to the back- 
stopping of added foreign trade commissioners and foreign trade 
reports that were submitted in the State Department estimate for 
fiscal year 1956? 

Mr. AnpERSON. It is difficult to answer that very precisely because 
itisallone package. We made a very urgent request of this committee 
and this committee did, in fact, propose in its bill to restore the money 
for the 21 trade commissioners that we hope to spot at key points 
throughout the world. 

Those commissioners will, of course, look to us for backstopping. 
I would hesitate to try to pinpoint the amount of money. 

Another thing that would be true of those people is that their very 
existence in the field will in some respect help our backstopping 
because they will be out there in the front getting information that 
only you do get by personal presence and personal contact. There is 
no substitute, really, for that personal contact. 

Those 21 men, wisely selected and posted, will be an immense 
source of strength to the Department. ‘They are supposed to be the 
kind of people that American businessmen can go to on the spot and 
get information direct. 

Senator Porrrer. Are there any of your colleagues who would like 
to add anything for the record? 

Mr. ANpEerson. I suspect so. 

Mr. Macy, I believe, has something he would like to say. 


CONTEMPLATE NO HIRING 


Mr. Macy. I would just like to add to this last point that this 
budget does not contemplate the hiring of any additional people in 
the Bureau of Foreign Commerce, so in “furtherance of your question, 
any additional bac kstopping would have to be taken from some other 
part of this budget because it is a budget to carry personnel at the 
level planned under the $2 million. It is not a budget to make 
possible hiring of additional people. 
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Mr. Anprerson. Mr. Chairman, we have here a representative froy 
Customs Bureau who would like to say something about the relation. 
ship of customs to export control. 


CUSTOMS BUREAU PARTICIPATION 


Mr. Garenets. Tam Frank Gatchell, budget officer for the Bureay 
of Customs in the Treasury Department. 

As you undoubtedly know, customs does basically two things fo, 
the export control program in commerce. 

We establish a paper control which assures that no export is mad, 
without proper licensing by the Department. 

Secondly, we spot check actual exports to make certain that th 
material exported conforms to the specifications set forth in the doey- 
ments which have been approved. Neither the volume of exports 
nor the volume of paperwork associated with those exports has ir 
any way decreased and, in fact, it appears to be increasing. 

At the present time and under the budget proposed, we would }y 
Insper ting approximately 5 percent, between 5 and 6 percent, of th 
outgoing shipments. T he paperwor ‘k which must be done by customs 
is now at a minimum so that if a reduction is applied, it would have to 
be applied to the level of physical inspection of the merchandise now 
being exported. 

The customs portion of export control at the $3 million level. or 
$800,000, would finance the equivalent of 188 full-time personne! 

Senator Porrer. How many? 

Mr. GarcHeLit. Approximately 188. All of this work which cus- 
toms performs is pretty much on a part-time basis. All customs 
inspectors devote a part of their time to export control work. 


LIMITED INSPECTION 


As I say, only very limited inspection is now made. A further 
reduction of $120,000, which has been suggested as the customs portion 
of this $500,000 would of necessity mean a further reduction in that 
percentage of inspection to well below 5 percent, probably in the neigh- 
borhood of between 3 and 4 percent. 

I submit that for the information of the committee. 

Senator Porrer. Senator Holland? 

Senator HoLLanp. No questions. 


AMENDMENT AND JUSTIFICATION 


Senator Porrrer. I will place the amendment requested, the justi- 
fications and the tables on pages 601 through 606, in the record at 
this point. 

(The information referred to follows:) 
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Ve tron Bureau oF Foreign COMMERCE 


els hon . 
tN10n- SALARIES AND EXPENSES 


(louse hearings pp. 735-738 and following) 


(P. 8, line 21, of H. R. 6367 as reported) 


Bureay 55 appropriation 000, 000 
, 056 budget estimate 2, 200, 000 

456 House allowance_ 800, 000 

Nes 101 Increase (+) or decrease (—) 1956 estimate over 1955 appropriation. + 200, 000 


ase (+) or decrease ( ) House allowance from 1956 estimate 100, OOO 
oration requested_ 100, OOO 


t ] 
> Thad: 


AMENDMENT REQUESTED 
at thy 
» docu. ) page 8, line 23, strike out “$1,800,000” and insert ‘‘$2,200,000”’. 


‘Xports 
I HOUSE REPORT 


has iy 
fhe committee recommends $1,800,000 for next vear, This is a reduction of 
uld by 8200,000 below the 1955 appropriation and is a reduction of $400,000 in the 
f +] estimate, 

OF thy JUSTIFICATION 
Istoms : tira : 
ave t fiscal 1955 the Congress approved a budget for the ireau of Foreign 
ave ti ; ; ; . . ; : 

merce which provided for strengthening the work of the Bureau to service 
© now isinessmen engaged in foreign trade and investment. The fiscal 1956 appropria- 


request provides for continuation on a 12-month basis of the buildup author- 
iby the budget for fiscal 1955 If allowed to stand, the action taken by the 
nittee of the House to reduce the appropriation to less than requested will 
an a reversal of last year’s mutual decision to strengthen the work of the 
partment in this area. The Bureau’s employment during fiscal year 1955 
nereased from 212 to 304. The amount approved by the House Appropria- 
Committee would only allow for employment of 224 for the fiscal year 1956. 
e determination to strengthen the work of the Department of Commerce 


a 
¢ 
1 


based upon a recognition of the growing interest and dependence of important 
nents of United States industry on foreign trade and the increasing importance 
private enterprise activities in counteracting state trading as used by the 
ict bloe to impair the sovereignty of the free nations Developments of the 
irther ast year have more than justified the decision. 
»rtion The Bureau of Foreign Commerce has handled over 500,000 requests in the 
) that isl year for Information and assistance on foreign trade and investment matters. 
: Lhe appropriation proposed bv the House would mean a drastic retrenchment 
leigh- servicing the increasing number of requests we are receiving. Basie to this 
rvice are the funds required to assure that information on foreign trade and 
vestment questions will be available in a usable form. Recognizing this fact, 
Bureau, with help from business advisers, has put a substantial part of its 
fiscal 1955 budget into the preparation and publication of information to service 
ese requests from businessmen. The better quality of information made 
vailable, coupled with the increased interest of businessmen in foreign trade 
l investment, has resulted in a 44 percent increase in subseriptions and publi- 
itions sold to users. As of April 20, 1955, the Foreign Commerce Weekly had 
138 paid subseription, while in the 12 months previous to that date subscription 
nd sales for some of the other publications were: 


welt bes 
954 
749 


722 


SS8Y 
170 


Channels for Trading Abroad 

Investment Hand Books 

Hleetrie Current Abroad 

Factors Limiting United States Investment Abroad, pts. 1 and 2 
World Trade Information Service (a new series) 


PO > STN 


The appropriation requested for fiscal 1956 will put the Bureau’s work in 
preparation and publication of information to service trade and investment re- 

lests on a 12-month basis at the current level. It is expected that there will be 
an increased number of requests but these may be satisfied through efficiencies 
possible in a stabilized operation. 

The fiscal 1956 appropriation approved by the House would mean a reduction in 
the activities of the Bureau in connection with the Soviet bloe trade penetration. 
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The 1955 budget has permitted an allocation of personnel and other resources to q 
more careful study of Soviet competition as it affects United States business ang 
investment interests and such interests of the free world generally. With the 
interests of United States private enterprise in mind, we are keeping the activities 
of the bloc in the trade and investment area under constant scrutiny in order to 
better assist business when Government help is necessary. A significant corollar 
to this activity are representations to foreign governments promoting United 
States private investment where the alternative would be employment of Soviet 
credits. 

The appropriation approved by the House, if allowed to stand, would disrupt 
the efforts of the Department to stabilize the operations of the Bureau of Foreign 
Commerce at a level which will permit it to service business on foreign trade and 
investment matters and to represent the overa!l interest of business in the forma. 
tion of Government policies on questions affecting such operations. The 
budget has permitted the Bureau, in the overall interest of business, to tak 
more active part in trade negotiations, on tariff questions, and like matters. 

1956 budget should provide for a continuation of such work at the current levels, 


SUMMARY AND HIGHLIGHT STATEMENT 


The responsibilities of the Bureau of Foreign Commerce in the foreign econo 
and commercial field fall into two categories, first, to promote, encourage, and 
support the interests of the United States in foreign trade and investment. For 
this activity the Department requests a budget of $2,200,000 which will permit th: 
same level of work as allowed by the budget for fiscal year 1955. The second part 
of the budget request involves the funds required by the Bureau to carry out provyi- 
sions of the Export Control Act of 1949. For this purpose the Department re- 
quests a budget of $3 million, which represents a reduction of $600,000 below 
appropriation for the fiscal year 1955. 

In the area of international trade and investment, it is the Department’s deter- 
mined objective to provide businessmen with the information and assistance | 
require from their Government in order to successfully carry on their foreign oper- 
ations. Furthermore, it is intended that the Bureau of Foreign Commerce by 
organizational unit within Government which, as a result of daily contact 
businessmen, can assure that their problems and views are given consideratio 
in the development and implementation of United States foreign economic poli 
These purposes are reflected in the budget being submitted for the Bureau of 
Foreign Commerce. The budget provides for maintenance of the moderate expan- 
sion allowed in BFC activities in fiscal year 1955, 

In the area of export control, it is expected to continue to use the Export Contr 
(ct as a major instrument to promote the foreign policy of the United States, to 
prevent strategic commodities from falling into the hands of unfriendly countries, 
and to limit the flow abroad of commodities still in short supply in the United 
States. Special emphasis will be placed in the further extension and enforcement 
of the plan effectively developed during the past 4 years among the United States, 
Japan, Canada, and 11 friendly Western European countries to prevent direct and 
indirect shipments of strategic materials to the Soviet bloe and to prevent the 
financing of such transactions. At the same time there will be a continuing effort 
to hold controls to the absolute minimum consistent with the accomplishment of 
these objectives. 
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ymotion of United States foreign commerce and 
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otal estimate of appropriation, 1956 


Requirements 


1955 
adjusted 
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1956 
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1956 


Difference, 
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AMENDMENT AND JUSTIFICATION 


Mr. Nrptson. Mr. Chairman, with your permission we would also 
like to have inserted in the record our amendment in ‘Export control,”’ 
where we have requested a restoration of $500,000. 

Senator Porrrr. Yes; that will be made a part of the record. 

(The information referred to follows:) 


BuREAU OF FOREIGN COMMERCE 
EXPORT CONTROL 
(House hearings, pp. 738-743 and following) 


(P. 8, line 24, of H. R. 6367, as reported) 

1955 appropriation . ; wait ts cso i 
1955 appropriation (: adjusted) - ee .. 3,431, 000 
1956 budget estimate _—_ __ ‘ _... 8, 000, 000 
1956 House allowance__-_-_- Z 28 ai 2, 500, 000 
Increase (+) .or decrease (—) estimate over 1955 appropriation 

es. ere =e 431, 000 
Increase (+) or decrease (—) House allowance from 1956 estimate __ 500, 000 
aia requested __ ___ : ; 4 ahs 500, 000 


AMENDMENTS REQUESTED 


On page 9, line 4, strike out ‘‘$2,500,000” and insert ‘$3,000,000’. 
On page 9, line 7, strike out “$75,000” and insert ‘$90,000’ 


HOUSE REPORT 


The sum of $2,500,000 is reeommended for the coming fiscal year, a decrease of 
$981,000 below the 1955 appropriation and a decrease in the budget estimate of 
$500,000. Testimony presented to the committee indicates that the number of 
itens on the Positive List has decreased 45 percent during the past year. In 
view of this sizable decrease, the committee believes that the amount recommended 
in the accompanying bill is adequate. 


JUSTIFICATION 


From the language of the House appropriation committee report recommending 
acut in the proposed budget request for administration of the Export Control 
Act of 1949, as amended, from $3 million to $2,500,000, it appears that the 
committee’s decision is based largely on the assumption that reductions in the 
Positive List of Controlled Commodities and number of license applications 
received would warrant a much greater reduction in the export control budget 
than the $600,000 reduction proposed by the executive branch. Experience has 
shown that the cost of effective administration of the act cannot accurately be 
related to these figures, since most of the work is not and cannot be measured 
in these terms. The following factors illustrate some of the reasons that a direct 
correlation of these figures is inappropriate: 

Thirty-seven employees are currently engaged in investigative and enforce- 
ment activities which must be maintained at a high level of efficiency irrespective 
of the number of Positive List items. Illegal transshipment of all commodities 
to the Communist orbit is prevented by the enforcement activity. 

The prevention of illegal exports of strategic materials requires the inspec- 
tion by the Bureau of Customs of all exports, regardless of the number of items 
vhich may be included at any given moment on the Positive List. Experience 
has shown that the proposed transfer of $800,000 is approximately the minimum 
amount necessary for this activity. 

3. Although the number of items on the Positive List has been reduced by 45 
percent as indicated in the House committee report, the actual reduction. in the 
number of license applications has been only 36 percent. The reduction of 
$600,000 for fiscal 1956 below the 1955 appropriation already recognized a 34.2 
percent saving in the personnel directly handling the estimated reduced volume 
of export license applications. 

1. Contrary to our expectations, when the budget estimates for fiscal 1956 
Were originally prepared, a number of additional items have been placed under 
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short supply controls. Current high levels of economic activity in this « 

and abroad mean that items such as copper, nickel, aluminum, titanium, 4 
iron and steel scrap are likely to be in short supply through the end of fiseal 195, 
Since the Government no longer allocates these materials for domestic distrib), 
tion, the difficult problem of equitable distribution among countries and app}. M 
cants falls on the Bureau of Foreign Commerce in exercising expert cont; 


work 

over these commodities. ea 
5. A program for the mandatory control over exports of technical data ins; Om 
tuted in fiscal 1955 for a list of items with respect to which the United Staj Bure 
possesses unique technical knowledge is proving effective. It had been plai Assi 
to extend this activity in 1956 both with respect to United States controls a; whit 
those exercised by friendly foreign countries in an effort to deny the Comn Sta 
orbit the benefits of advanced industrial technology. Frat 
6. During the past few years a series of effective controls over strategic ¢ for | 
have been agreed upon by the major trading nations of the free world and aq whi 
currently effectively controlling the shipment of strategic materials to the Soy a 
bloc. United States participation in this program is based on internatio, us 
commitments and is not dependent on the number of items presenth — 
Positive List. MU 


If the proposed reduction of $500,000 in funds available in fiscal 1956 for i mer 
administration of the Export Control program is finalized, many of the significa se 
activities briefly outlined above must be substantially curtailed. During thy if ( 
fiscal vear 1955 employment was reduced by 108, and the 1956 request anticipat a 
a further reduction of 66. The funds reeommended by the House Appropriatio . 
Committee would necessitate an additional reduction of 112 or a total of 1s Ee ™ 
positions during the fiscal vear 1956. The risk of transshipment of strateg hur 
material to the Soviet orbit will be increased and a serious impact on the natio: 
security may result. It is therefore respectfully requested that the Senat 
Appropriations Committee recommend a restoration from $2,500,000 to $3 mill pers 
for the administration of the Export Control Act in fiseal 1956. I 
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Summary of requirements poli 
Appropriation, 1955 $3, 600, 000 
Deduct ner 
Reserve for savings — $100, 000 
rransferred to ‘‘Salaries and expenses,’’ Business and Defense 
Services Administration 50, 000 
Leases transferred to General Services Administration —300 
—_ — 150, 300 
Base for 1956 $3. 449.7 ss 
Net difference, 1956 over |! 


= 
aL 
, 

= 
wh, 
ro 
> 
ee 
ee 
v 
x 
= 
- 
2 


Jur 
Requirements Difference, 7 
i increase us! 
| (+) or kK . 
1955 | 1956 decrease sCO 
adjusted estimate (—) \ 
; info 
Export control $3, 449, 700 | $3, 000, 000 $449, 700 $49, Ti \ 
on r fOV 
~ otal estimate of appropriation, 1956_. 

spe 
Summary of estimated obligations esta 
the 
Actual, 1954 (adjusted Estimate, 195: Estimate, 1956 reve 
to! 

A ver- A ver- A ver- 

Posi-| age C Posi-| age Cost Posi-| age 

tions num- tions num- tions num- 

ber ber 
A 7 , : ’ 7 F ; 7 S 
Personal services: ' rs 
Permanent__. ‘ 721 $3, 600, 232 676 08 $3, 066, 430 520 $2, 682, 605 ee a 
Other_. 4 17, 255 4 | 14, 000 y 1 5, 000 vou 


Total 725| 3, 617, 487 680 ) 3, 080, 430 57: 521, 2, 687, 605 - \ 
Other objects , 355, 154 369, 570 : 312, 395 rat! 
Total obligations 725, 3, 972, 641 680 3, 450, 000 57: 521, 3,000, 000 ane 
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OTHER FUNCTIONS 


Senator Porrer. Are there any other statements? 

\ir. SmirH. It occurred to me that there are other aspects of the 
york on the international side of commerce that have not been men- 
joned that have to do primarily with the service rendered by the 
Bureau of Foreign Comme ‘ree and certain other staff operations in the 
Assistant Secretary’s Office to other Government dep: artments, all of 
which is additions ul and considerable additional load imposed by the 
Francis committee which is agric ultural surplus disposal, the Council 
for Fore ign Economic Policy; we have the National Advisory Council 

Pwhich has to do with finane ‘ial policy. 
Those three policymaking bodies of the Government require contin- 
S yous participation by the Department of Commerce and a great deal 
of the staff work is done by employees of the Bureau of Foreign Com- 
e merce. 

Senator Porrer. It is my understanding also that the Department 
of Commerce now is taking a more active interest in the ILO than 
f they have in the past? 

Mr. Smirn. Yes. Without adding any staff we have taken on a 
burden of disseminating investment opportunities for which we are 
receiving the publications costs from FOA and we are furnishing the 
personnel, 

Finally, there is the staff work in connection with the Stassen organ- 
ization which has to do with East-West trade policy. All of these 
policymaking activities require time and those activities are on an 
merease rather than decline. 


BATTLE ACT ADMINISTRATION 


Senator Porrer. Does the Department of Commerce assume any 
jurisdiction in administering the so-called Battle Act? 

Mr. Smirx. We participate in, | would say, a consultative capacity 
as members of the advisory committee of MDAC, known as EDAC, 
Economic Defense Advisory Committee. 

Mr. ANDERSON. We are the source of more than half of the actual 
information on the basis of which decisions are made. 

Mr. SmitH. The Department of Commerce is really the only 
sovernmental department which has a commodity and industry 
specialized information, also one which has the industry relations 
established through these industry advisory committees so that all 
the Government operations which in any way involve industry always 
| revert back to the Department of Commerce for specialized informa- 
tion, advice, industry viewpoints and knowledge. 


FRANCIS COMMITTEE EXPENSES 


Senator HoLuanp. I did not understand your reference to the 
rrancis committee, expenses of that committee in connection with 
your budget. 

Mr. ANDERSON. It is not the expenses of the committee; it is, 
rather, that we participate. We are represented on the committee 
and we have to do a certain amount of staff work, again relating to the 
commercial problems involved in surplus disposal. 
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Senator Hotianp. That is more largely an agricultural probjey, Dep 
though, as I understand it. sucl 
Mr. AnprRson. A good many of the departments have an interes com 
in how that works out to a greater or lesser degree. We concede tha tion 
the Department of Agriculture is primarily involved. Vi 
Senator HotLanp. I understand that you have a member on tha fron 
committee. stall 
Mr. AnprERSON. Yes, sir. I 
Senator Hottanp. Put I did not understand that you were chia vou 
able with any of the overhead of that committee, anything except 
through the participation of your member. The committee itself 
winds up in the White House, does it not? 
Mr. ANDERSON. Yes, sir. S 
Senator HOLLAND. What was vour point in mentioning the Francis plac 
committee in connection with your budget? S 
Mr. ANDERSON. Simply the fact that I sit on that committee and \ 
v Mr. Foster, my alternate, sits on the staff committee which, in effec 
= takes extra time. 
. NO EXTRA BUDGETING 
: Senator HoLLanp. We understand that every one of the agencies 
~ that furnish membership to that committee or the staff committee 
i that enforces the policies has some hours of titne assigned to its per- 0 
2 sonnel but I do not understand that there is any extra budgeting against “ 
a that activity at al. os 
Mr. Smiru. It is not my intention, Senator. I merely mention it = 
as one of many staff functions in which we are involved. ae 
Senator Hotuanp. If that concludes that phase, Mr. Moore, | crea 
understood that you wanted to be heard briefly on the question of exe 


the amendment that you had requested which was mentioned by 

Secretary Weeks the other day, but the text of which was not offered 

at that time. N 
Mr. Moore. Thank you, Senator Holland. 
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REQUESTED AMENDMENT T 

pro 

I would like to have inserted in the record this amendment that we a 
requested and of which no record was made in the House report ii 
section 104, which reads as follows: aut 
_ Not to exceed five per centum of any appropriations of the Department of ae 
Commerce available for salaries and expenses may be transferred to any other I 
such appropriation, but no such appropriation shall be thereby increased by more tha 
than five per centum: Provided, That such transfer shall be in addition to other Put 
transfers authorized by law, but no such transfer shall be used for the creation of of ¢ 
new functions within the Department: Provided, further, That not to exceed ter ne 
thousand dollars of such transfers shall be available for entertainment. oth 
Senator Hottanp. Was that the entertainment provision that was 1 
stricken by the House? is 
Mr. Moore. This was the same provision that was stricken by thie bl 
House. We had no reference made to the item at all from the House inv 
report. - 
Now, the Secretary gave you a brief résumé of why he felt that the 


entertainment provision was necessary. I would not touch on that 
but I would like to touch just a second on the 5 percent that we would 
like to have because in the conduct of the day-to-day business of the 
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Department, some leeway is needed to meet unforeseen conditions 
such as pay raises or fringe benefits like we had last year, and had to 
come up here and ask that money be transferred from one appropria- 
tion to the other. 

We are convinced that such a transfer authority is very desirable 
from the standpoint of good management and from an economy 
standpoint. 

| have really nothing more to say on the subject except that I wish 
vou would give consideration to our plea. 


JUSTIFICATION 


Senator HoLtanp. Has a justification on this particular item been 
placed in the record? 

Senator Porrer. We will insert it at this point. 

(The justification referred to follows:) 


DEPARTMENT OF COMMERCE 
GENERAL PROVISIONS 
(House hearings, pp. 27-28, 752-755) 
AMENDMENTS REQUESTED 


On page 23, preceding line 17: 

“Sec. 104. Not to exceed 5 per centum of any appropriations of the Depart- 
ment of Commerce available for salaries and expenses may be transferred to any 
other such appropriation, but no such appropriation shall be thereby increased 
by more than 5 per centum: Provided, That such transfers shall be in addition to 
any other transfers authorized by law, but no such transfer shall be used for the 
creation of new functions within the Department: Provided further, That not to 
exceed $10,000 of such transfers shall be available for entertainment.” 


HOUSE REPORT 


No reference made to this item. 


JUSTIFICATION 


The authorization requested would make it possible for the Department to 
provide for unforeseeable costs which arise from such things as wage board in- 
creases, penalty mail costs, and other contingencies of a similar nature. In the 
past, items of this character have required submission of supplemental or defi- 
ciency requests to the Congress or curtailments of program activities previously 
authorized by the Congress. It is to be noted that this provision does not in- 
crease the appropriations requested but provides a very desirable element of 
flexibility. 

It is to be noted that with respect to the defense activities of the Department, 
the Congress has seen fit to provide transferrability in the form of section 1308 of 
Public Law 663, approved August 26, 1954. The regular and defense activities 
of the Department are so inextricably intermingled and single funding now pro- 
posed, so it would appear to be in keeping with precedents of prior years to pro- 
vide, within certain limitations, for limited transferrability. 

The authorization to use a portion of such funds for entertainment would 
permit top officials of the Department to meet certain official expenses which 
currently require personal outlays. In the discharge of official duties certain 
bligations are incurred in the way of luncheons and similar functions which 
involve reciprocal treatment. In the absence of authorizations to spend funds 
for this purpose, the return of these official courtesies become personal obligations. 
The restoration of the language requested would permit official entertainment on 
a proper basis. It is intended, if the authorization is granted, that such expenses 
would be authorized only upon the certificate of the Secretary of Commerce, 
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Senator Porrrr. Is that a practice with other departments of 
the Government? 

Mr. Nietson. Mr. Chairman, there have been some similay 
provisions in other agency appropriation bills. 

Senator Porrrr. Senator Holland, do you have any questions? 

Senator Houianp. I believe not, Mr. Chairman. Thank you very 
much for taking over for me. . 

(Whereupon, at 2:40 p. m., Tuesday, May 31, 1955, the sub. 
committee recessed, to reconvene at 10 a. m., Wednesday, June 
1, 1955.) 
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DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATIONS, 1956 


WEDNESDAY, JUNE 1, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Wash ington, dD. CG, 
The subcommittee met at 10:05 a. m., pursuant to recess, in room 
I-82, the Capitol, Hon. Spessard L. Holland (chairman of the sub- 
committee) presiding. 
Present: Senators Holland, Bridges, and Potter. 


DEPARTMENT OF COMMERCE 
Civin Arronautics ADMINISTRATION 


STATEMENTS OF LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR 
TRANSPORTATION; GEORGE T. MOORE, ASSISTANT SECRETARY 
OF COMMERCE; OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; F. B. LEE, ADMINISTRATOR; AND A. 0. BASNIGHT, 
BUDGET AND FINANCE OFFICER 


STATEMENT BY THE CHAIRMAN 


Senator HoLLanp. The subcommittee will come to order. 

this morning we have the Civil Aeronautics Administration. 
here are nine items ip the bill for this agency, relating to the opera- 
on and regulation of the civil flying, particularly in the fields of 

port and airway facilities and safety measures. 

Mr. Lee, the committee is glad to see that your health is improved 
io the point where you can personally appear today. 

| understand that the Under Secretary for Transportation wishes 
to cover the Civil Aeronautics Administration part of his general 
statement, the rest of which was highlighted for the committee Thurs- 

y, and that Mr. Lee, then, has a general statement. 

Wo you wish to proceed, Mr. Rothschild? 


GENERAL STATEMENT 


Mir. Roruscuitp. Thank you, Mr. Chairman. 

A first glance at the House allowances would seem to indicate that 
ne Civil Aeronautics Administration did pretty well. In fact, if 
ou look only at the totals, you will find an increase of $185,000; but a 
closer look at the details shows that some funds have been increased 
and some have been decreased. The operation and maintenance of 
the Federal airways, aviation safety activities and administration 
und engineering for airport development programs were reduced 
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$3,150,000 from $106,150,000 to $103 million. That is a rather 
serious matter, Mr. Chairman, because the workload in this part of 


the CAA continues to increase by reason of the fact that this is a fas; ‘ 

growing industry and it would mean, if we do not get this money, hav 

that the CAA could not commission some of the facilities - ad tion 

approved by the Congress and will have to close some existing A 

facilities and curtail the operation of others. Hou 

It means, further, that the medical standards survey which we shor 

planned to do could not be conducted and that the study to delegat, var 

more responsibility to industry could not be undertaken at this time. yeal 

It is interesting to note that the medical standards which are noy l 

in existence are those which were established in 1938 and surely ar 190. 

due for some recheck at this time. mill 

appl 

ESTABLISHMENT OF AIR NAVIGATION FACILITIES om 

v ru 

ba Under the heading ‘Establishment of Air Navigation Facilities” $23 

te the estimate was reduced $4% million, from a $23 million figure t J 

I $18.5 million. This would mean that we could not do some of th and 

Ce: things that we think need doing. dos 

<a There has been, as you know, a very substantial increase in civilian M 

~ flying as well as in military operations, and our present system is navi 

z overloaded. nN 

i MAINTENANCE AND OPERATION, WASHINGTON NATIONAL AIRPOR! Inve 
Included in items which were reduced under this heading was th 

matter of $65,000 for maintenance and operation of the Washingto: lL 

National Airport. retau 

This increase was asked in order to take care of the mandatory davs 

fringe benefits which we now know will cost about 50 percent mor Dep 

than our original estimate. equi 

and 


MAINTENANCE AND OPERATION, TERRITORY OF ALASKA 


—_ 
— 


There was also a reduction in the item ‘Maintenance and Opera- the ' 
tion, Public Airports, Territory of Alaska’’ of $150,000. se 

That is particularly bad because included in that $150,000 was 
$135,000 which would provide for direct financing of utility charg 
and which the Government would resell for a profit of $40,000 a ii 

The other $15,000 is, again, a fringe benefit mandatory matter. _™M 

Included in this same heading was a request for $2 million for air- J een 
navigation development. That was reduced by $950,000. de 

It is necessary, in our judgment, for us to continue to do a develop- M 
ment program in air-navigation aids in order to arrive at two things appe 
(1) a better use of the airspace which is becoming more and more an 
crowded; and (2) a better utilization of the manpower; and it is by In it. 
means of the development of new equipment that we are able to 
achieve both these results. 

We, therefore, think that these are very necessary. 

I think, sir, that that covers the principal fields and, as you have 
indicated, I have only highlighted them. 

Mr. Lee and his staff are here and will be glad to go into detail, as 
you would wish. 
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OPERATION AND REGULATION 


Senator HoLtianp. I note that in both of the categories that you 
have mentioned, the House has allowed for very substantial appropria- 
‘ions under the head “Operation and Regulation.” 

As compared with the 1955 appropriation of $103,111,734, the 

House has allowed $103 million, and, incidentally, the total amount 
shown for last year is comprised of various amounts transferred from 
various places to make the total shown as the appropriation for last 
year of $103 million plus. 
’ Under the head of “Establishment of air navigation facilities,’ the 
(955 appropriation was $5 million, the House allowance was $18; 
million, Wheh was In increase of $13% million over the 1955 or current 
appropri ation. 

So, on the face, it looks like an enormous increase, although it is 

ue that that amount if $44% million short of the budget estimate of 
$23 million. . 

I think that those facts certainly call for a strong case if you have it, 
and I suggest that you make your case very strong if you are able to 
do SO. 

Mr. Roruscuiup. Under the heading of “Establishment of air 
navigation facilities,” Mr. Chairman, this request is for a capital 
investment and this is not a recurring annual matter. 

\lr. Lee will give you the details of what is to be covered by that 
investment. 

FEDERAL AID TO AIRPORTS 


| did not mention the matter of the Federal-aid to airports, but See- 
retary Weeks covered that pretty largely in his testimony of a few 
days ago when he said to you that it had been determined by the 
Department that our first responsibility lay in the furnishing of safe ty 
equipment, and our second responsibility in the matter of airports, 
and that if there was anything which took precedence over the facili- 
ties for increased safety, we were not aware of it. 

We felt that 1t was most necessary to complete the installation of 
tlie various parts of the air navigation facilities. 

Senator HoLuaNpb. All right, Mr. Lee. 


CIVIL AERONAUTICS ADMINISTRATION 


Mr. Lex. Mr. Chairman, | have a general statement which has 
been submitted to the committee. 

Senator Porrer. What item do you plan to discuss now? 

Mr. Ler. This will be the entire Civil Aeronautics Administration 
appeal, Senator. I will not read the statement, if that would meet 
with the wishes of the committee, but will highlight some of the items 
In it. 


PREPARED STATEMENT 


Senator HOLLAND. The statement may be made part of the record. 
(The statement referred to follows:) 
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STATEMENT OF F, B. Ler, ADMINISTRATOR OF CIVIL AERONAUTICS \ 
Mr. Chairman and members of the committee, I would like to outline for yoy “a 
programs of the Civil Aeronautics Administration and the need for restoring a 
amounts contained in our budget that have not been included in the House allow. i ss 
ance. 3 T' 
The CAA is a service agency. The services directly affect people who take an it 
active part in aviation, our national defense, and have an effect on the economic ” 1 
interest and well-being of people concerned with the use of our airspace. The ; 
primary missions of the CAA are the aviation safety program, operation and : 
maintenance of the Federal airways system, and the development of a national “ 


system of airports. The work includes: controlling air traffic; developing, jp. 
stalling, and operating a nationwide system of aids to air navigation and traffic an 
control; certifying as to the competency and physical fitness of airmen; effecting ae 
reasonable standards of safety in the production, operation, and maintenance of 
aircraft; and administering a program for developing airports. 

Aviation is experiencing a dynamic growth. The air carriers are expanding 
their operations; flight activities for business and executive reasons are rapidly 
expanding; the use of aircraft for agricultural purposes is now well established and 
of growing significance; and other types of flight activity, including personal flying 
ure increasing. To the CAA this growth means additional workload—work that 
involves assuring safe standards in aircraft production, maintenance, and opera- 
tion; physical standards for airmen; providing the air navigation aids needed for 
all-weather flight operations; safely separating aircraft in terminal areas and spac- 
ing their movements along the Federal airways so as to permit instrument flight 
establishing the ground facilities needed for the expanding acronautical interests 
and planning for and developing a national system of airports. All of these thing 
are essential elements of aviation in this country. 

There is a very substantial workload for the agency, resulting from the builduy 
of military air services. All planes that use the airspace of this country, bot! 7 
civil and military, receive navigation assistance and traffic control services from ; 
the Federal airways system. The expanded military operations are causing real 
problems in our work of assuring safe separation of aircraft. For military tra 
ing and practice missions, it is necessary to reserve large areas of airspace 
planning for and rearranging other air traffic, so as to accommodate both the civi 
and military requirements. We firmly support the common system concept of 
providing necessary services to users of the airspace. From the standpoint of 
economy in the Federal Government, this is of primary importance as it tends t 
prevent the development of duplicating svstems produced at the public’s expens 
While this concept provides material economy, it is, nevertheless, necessary t 
have the system adjusted to meet the changing requirements in both civil and the | 
military areas. If the common-system principle is to prevail, provision must be 
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’ made for all uses of the airspace and we are definitely lagging in regard to 1 dbl 
i services needed as we build up our airpower. ake 
In our activities it is necessary to meet needs as they develop. We can ei, 
develop backlogs in controlling air traffic or in other services necessary to assul r a 
safety. Whenever a situation occurs which would result in an undue risk t ae 
controllable by our services—rather than take the risk—we withhold flight cl “a 
anees. This, in effect, means that whenever air traffic becomes dangerously con- : 
° : . : ° a ve tlor 
gested, we deny aircraft permission to enter the airspace involved. With ay 
growing in all areas, it is of primary importance that we have the facilities 
manpower necessary to permit regular flow and reliable scheduling of aircraft 
movements. Only through such procedures can aviation be established as W 
dependable means of transportation. Without the assurance of available ail press 
space for military use, their training and practice missions cannot be accor leve] 
plished. Delays in the movement of air carriers are expensive and damaging tins 
the industry. Delays in the military missions handicap the preparation and sul- fisca 
stantially increase the cost of adequate national defense, fisen 
As a measure of our workload, the best single index applicable to most Feder: facil) 

airwavs requirements are the fix postings which are used to identify the locat tailiy 
of aircraft in flight. In this budget we have forecasted an increase of 17 percent 83.1: 
in 1956 over 1954. Based on actual experience during the first 9 months of fisea C 
vear 1955, our forecasts are low and the increase is now expected to be 36 percet! woul] 
over 1954. In forecasting workload our experience has been accurate in regaré unle 
to the use of civil aircraft, but in forecasting the military activity we have as: ( 
sistently underestimated the volume of workload and it appears that the wor are | 
venerated by the military services, being substantially in excess of what w inter 


expected, will more than saturate our capacity. inate 
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\ second factor affecting our operation and regulation requirements is the many 
new facilities that are established for safe air navigation and traffic control. 
since 1953 facilities representing $60 million in capital costs have been placed in 
service. These items, which have been established at Federal expense, for 1956 
have an annual operating cost of $6 million. 

These are the primary factors that require the dollar level of our programs to 
he increased. 

While this growth in aviation is taking place, it is not our point of view that we 
must expand Federal services proportionately. To the contrary, we have taken 
many measures to reduce and curtail the number of facilities and operating costs 
and eliminate outmoded operations. Through extensive economy measures we 
have inereased the ratio of the number of fix postings per individual employee 
substantially. In fact, in the 5-year period, 1952-56, the staffing for the opera- 
tion of Federal airways has not increased, vet the ratio of fix postings to the total 
enplovment has increased from 1:1150 to 1:1785. We now find that human 
fort cannot be expected to produce much more traffic handling capacity from 
our existing svstem. Some relief is necessary and, until an improved system is 
in operation, there are no alternatives available other than increasing the staffing 
or curtailing the amount of air traffic. 

While activities in the United States and worldwide aviation have been accelerat- 
at a rapid pace, the aviation safety program has been marked by a progressive 
reduction in manpower since 1948. We have been able to realize considerable 
economies by the maximum use of designated industry representatives, by the 
lelegation of responsibilities to industry, and by internal organizational and 

agerial changes. We will continue to seek ways and means of maintaining 
the present level of safety. However, before transferring or delegating any addi- 
ional responsibility to industry it is necessary to determine that effective means 
are available for assuring compliance with safe practices. 

In the airports program over the past 3 years, we have reduced the staffing 

he number of district offices by almost 50 percent, yet we are implementing 
a program of substantial size and which will increase in 1956. 

‘In headquarters staffing and overhead cost, we concentrated much of our drive 
for economy. In the last 3 vears, this staffing has been reduced 23 percent as 
compared with a 6-percent reduction in the staffing of field operating units. 

In the total of our operating areas, the Federal airways system requires most 
ifthe ageney’s funds. These services are provided by a large number of relatively 
small units that make up a national network of air navigation aids. Substantial 
economies in tnis area unfortunately involve the discontinuance of certain of these 

Our planning is designed to continue the basic essential services for a 
national system, eliminating only a few of the units least required. To hold to 
he level of the budget request, we are again proposing to eliminate facilities and 
services. Through the elimination of such operations and other economy meas- 
res, &@ saving of $2 million is scheduled for realization. Operations to be elimi- 
nated include 31 aeronautical communications stations, 9 approach lights, and 
6 instrument landing svstems. A number of other units are also affected and 
these items, while providing some services to aviation, are considered as being 
below the criteria of essentiality for Federal operation. 

n view of these highlights of the overall program, we are appealing for restora- 
ion of items reduced by the House, 
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OPERATION AND REGULATION 


While the allowance by the House would apparently permit continuation of the 
present level of service, additional funds will be required to continue the present 
level for (1) increased workload mentioned above; (2) requirements for new facili- 
lies that have already been established at Federal expense and operated part of 
fiscal year 1955; and (3) other new equipments that will be ready for serviee in 
fiscal year 1956. With the amount of funds allowed, we are faced with closing 
facilities operated in 1955 and other reductions at a cost of $2 million, plus cur- 
tailing other activities that meet the criteria of essentiality, representing a cost of 
83,150,000. 

Considering all known factors and applving the reductions to the areas that 
would affect relatively less of the overall aeronautical activity, it appears that, 
unless the House reduction is restored, it will be necessary to take such measures 
as: (1) decommissioning approximately one-half of the airway light beacons that 
are particularly useful to small aircraft; (2) closing approximately one-half of the 
intermediate fields used for emergency landings of aircraft; (3) closing approxi- 
nately 30 interstate aeronautical communications stations, or a total of 61 less 
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than the number opersted in fiscal year 1955, serving large segments of aviatiy 

including the military, by providing flight information, weather data, and relayjn, 
traffic control information; (4) not commissioning new airport traffie contr 
towers, distance measuring equipments, and instrument landing and directio) 
finding equipments; (5) not providing some planned in-bound and departure radar 
airport traffic control service and certain precision approach radar aircraft land: 
services for severa! locations; (6) not providing a speedup of from 75- to 100-wor, 
per minute operation on the service B teletypewriter network used for relayi; 

air traffic control information; (7) curtailing the level of supplies and supporting 
services in the Federal airwavs program; (8) reducing the staff available for admi; 

istering the grants-in-aid for airports program; and (9) eliminating 50 positions j; 
the program of aviation safety where, during the past 8 years, 314 positions hay 
already been eliminated and the annual program costs curtailed by $1,254,949 
The reductions already accomplished in the aviation safety program have bee 
made during a period in which the aviation industry has undergone an amazing 
growth, not only in volume but in technological development and complexity as 
well. The House reduction will necessitate the elimination of 50 additiong 
positions, the medical standards survey, and the proposed study of transferring 
certain Government activities to responsible segmens of the industry. ie 

these actions are adverse to our efforts of maintaining the established record oj 
safety in aviation, 


. 


ESTABLISHMENT OF AIR NAVIGATION FACILITIES 


This is a program for establishing and improving the national system of ai 
navigation aids, air traffic control facilities, aeronautical communications services 
and emergency landing fields as required for all-weather flight operations. T 
airways system provides air navigation assistance and traffic control for all air- 
craft, private, airline, and military, and is essential to our national air power and 
air commerce. 

The requested program for fiscal year 1956 includes improvements to the syster 
and substantial items of new equipments needed to meet the growing volum: 
air traffic by removing bottlenecks in the flow of traffic, particularly near con- 
gested terminal areas. It is important that the system be able to handle the flo 
of traffic on an uninterrupted basis for reasons of safety, cost of operating aircraft 
and improving the regularity of flight schedules. The problem of en route delays 
is accentuated by use of high performance aircraft, such as jets and turboprops, 
now in extensive use by the military and being adapted to air-carrier operations 
Restoration of $4,500,000 to this program is requested to enable the procurement 
of equipment and facilities now needed in the system. 
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MAINTENANCE AND OPERATION, WASHINGTON NATIONAL AIRPORT 
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The use of this airport, measured in terms of passenger traffic, has increased 
by 48.6 percent over the past 5 years without additional personnel for maintaining 
and operating the facilitv. The 1956 budget request provides for no increase 
staffing, but requests an additional $65,000 to meet mandatory requirements over 
which the agency has no control. Of the increase, $45,000 is for emplovee fring 
benefits resulting from Public Law 763 and $20,000 is for the additional electri 
energy used in the new finger building and baggage room, an increase in the rat 
for sewerage disposal fixed by Arlington County, Va., and a small amount for 
special maintenance projects. 


LiINIVER 


MAINTENANCE AND OPERATION OF PUBLIC AIRPORTS, TERRITORY OF ALASKA 


The budget estimate of $750,000 for operating two terminal airports at Anchor- 
age and Fairbanks was reduced by $150,000. This is the amount of the increas 
requested, of which $135,000 is for utility costs which have temporarily been met 
through reductions in rent paid by the tenants. This method of meeting utility 
needs is of questionable validity and by paying these costs, which amount to 
$135,000, larger fees can be collected which will result in a net gain in funds 
returned to the Treasury of approximately $40,000. The balance, or $15,000, 
is for mandatory costs resulting from Public Laws 737 and 763 of the 83d Congress. 


AIR NAVIGATION DEVELOPMENT 
This is a program of research and development designed to evolve a commo! 


system of air navigation and traffic control. As the technology of aviatio! 
advances, it is of primary importance that the air navigation and traffic control 
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eystem be capable of making effective use of the available airspace in line with 
our national interest. Through the participation of the De ‘partment of Defense 
in this program a great many advantages result to all users of the airspace. To 
assure that the program can go forward at the needed rate and be effectively 
administered, restoration of $825,000 for project funds and $125,000 in admin- 
strative funds is urgently requested. With this amount for administration, all 
overhead costs for the program will be centralized. This is a fundamental need 


in assuring effective accomplishment of the program objectives of the Board. 


GENERAL STATEMENT 


\Ir. Ler. Following the general reference to our entire appropria- 

ion, | will cover the specific items which have been appealed to the 
Senate from the House allowance. 

Essentially, the Civil Aeronautics Administration is a service agency. 
We do not carry passengers for hire. We do not carry cargo or mail. 
We do not carry out military missions or transport business people 
for business purposes. 

However, we supply the facilities which are necessary for all types 
of flying within the continental United States and its Territories and 
possessions. 


GROWTH IN AVIATION 


During the pe riod since I last appe ared before this committee, we 
have had an am: izing growth of aviation, both military and civil, in 
the United States. As an example, in calendar year 1954, the sched- 
uled air carriers of this country carried about 32 million passengers, 
which was over twice the number carried in 1949. We are expecting in 
calendar 1955 a 10-percent growth over that figure. In fact, it will be 
equivalent to 1 out of every 5 people living in the United States travel- 
ing on the air carriers of this country. At the same time, in the past 
year, We have had an amazing growth in the technical field. Transport 
helicopters of the larger sizes are now being produced and we expect 
will be certificated for civil use. 


TURBINE-~POWERED TRANSPORT 


The first turbine-powered transport will be certificated probably 
within the next 2 weeks for use on the scheduled air carriers of this 
country. 

Senator HoLLaANnp. You are speaking about the Capital Airlines 
purchase of the ships from the British producer? 


TURBINE-POWERED AIRCRAFT 


Mr. Lee. Yes, sir. The Vickers Viscount will be the first turbine- 
powered air transport aircraft to be certificated by this country. 
We expect that turbine-powered aircraft produced in the United States 
will follow in the near future. 

We do not have control over the workload which we have to handle. 
Workload is controlled by the growth of aviation, both civil and 
military. 

Our estimates here were prepared on the basis of a 17-percent 
increase in traffic from the years 1954 through 1956. Actually, based 
on our experience so far in the months of calendar 1955, we will, expect 
a 36-percent increase in traffic between 1954 and 19! 56. 
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We have now reached the point where human effort cannot take 
care of the situatoin with available resources. Our traffic contro! 


centers at the present time are handling a 55-percent greater work. 
load than they did 5 years ago. 


MANPOWER SITUATION 


We have had to resort to overtime which I feel is something 
should not continue with indefinitely, due to the fatigue factor 

We have resorted to other means of trying to stretch our many 
but I feel that we have reached the limit at the present time. 

In taking care of the increased traffic with virtually no increase j) 
our appropriations in the past 5 years, we have made allowance for t! 
commissioning of about $60 million worth of new facilities. This 
involves a cost of operation of about $6 million a year which we hay 
absorbed through economies in other areas. 

[ would like to point out that our economies have be ‘en largely iy 
headquarters personnel. Of the cuts that we have made to allow fo: 
the operation of new facilities and increased workloads, 23 percent has 
been in headquarters personnel as opposed to 6 percent in field oper- 
ating personnel. 

We are able to hold the level which we have requested in our 195: 
submission only by the discontinuance of certain facilities. This 
pattern is reflected in the estimates which we submitted to the Hous 
as there is involved the discontinuance of 31 communications stations 
9 approach light lanes, and 6 instrument landing systems. 
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EFFECT OF HOUSE CUT 
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Senator Porrer. The cut made by the House would affect. thos 
that you just mentioned? 

Mr. Ler. Those were not included in the original submission, 
Senator Potter. 

Senator Porrer. Maybe I did not understand your reference 
those stations. 
% Mr. Ler. These would be eliminated at the level requested in the 
budget. 

I will come to the effect of the House cut when I deal with Federal 
airways, if that will be satisfactory. 


—<- © 


— 


L 
x 
= 
“ 
we 
~ 
- 
y 
mee 
iv 
& 
in 
>: 
2: 


RESTORATION REQUESTED 


We are requesting in our appeal here, for the appropriation ‘“opera- 
tion and regulation,” restoration of $3,150,000. 

Senator Ho_Lanp. A question at this stage: Do I understand that 
the $2 million saving which you have just mentioned and which is 
mentioned in more detail in your formal statement was made prior to 
the submission of your budget request? 

Mr. Ler. Yes, sir. 

Senator HoLuanp. In other words, that is not to be considered as 
allowed against the cut made by the House? 

Mr. Ler. That is correct, sir. 

Senator Hotianp. All right. 

Mr. Ler. In requesting restoration of $3,150,000, for the operation 
and regulation portion of the estimate, we wish to make allowance for 
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the increased workload to which I have been referring; for the full-year 
ope ration of facilities commissioned in fiscal year 1955; for the opera- 
tion of facilities to be commissioned in fiscal 1956; to avoid any cutback 
in our aviation safety personnel; and to keep our airport personnel at 
the level required to administer the new program. 


FEDERAL AIRWAYS SYSTEM 


Coming to the specific items of the appeal, Mr. Chairman, we have 
on page 15 of the document, entitled ‘Proposed Amendments to H. R. 
6367,” a request for the restoration of $3,150,000 to cover operation 
and regulation. 

Of this, we request $2,885,000 for the operation of the Federal 
arways system. 

Senator HotLanp. I am looking at page 15 of the justification to 
which you have just referred; where in that document, is found this 
figure that -you have just mentioned? 

Mr. Lex. That is the amount within the total of $3,150,000 which 
has been allocated to the operation of the Federal airways system. 

There are other allocations to “Aviation safety’? and to the “Office 
of airports.’ 

Senator HoLLtanpD. Do these figures appear in the justification? 

Mr. Len. Not the breakdown which I am giving you now. 

Senator HoLLaANp. These facts that you are giving now are in addi- 
tion to your formal justific ation? 

Mr. Lez. Yes, Mr. Chairman. 

Senator HoLuaANnp. This is the first time that these particular 
figures have appeared in your request or in the record, that is, segre- 
gated from other figures. 

Mr. Basniaur. The figure $2,885.000 would be the cost of the 
first 7 items on an annual basis as they are listed on page 16 and 17 
of the justification document. 

Senator Hottanp. I have pages 16 and 17 and I find no such total. 

\fr. Basnieur. There are a number of items listed there, and 
$2,885,000 would be the annual cost of the first 7 items. 

Senator HoLLAND. They are not shown on the estimate, and you 
are now introducing a new grouping and new figures? 

Mr. Basnieutr. That is correct, sir. 

Senator HoLianpb. That is all right, so that we understand it. 

In order that the record may show it clearly, I may say that as I 
understand it now, the figure that has just been introduced into the 
record, $2,885,000, represents the total of untotaled single figures that 
are included within items 1 to 7 inclusive, as appearing on pages 16 
and 17 of the justification. Is that correct? 

Mr. Les. Yes, Mr. Chairman. 

Senator HoLtitanp. Do you have a breakdown of those items by 
which ri ‘vy make up the $2,885,000? 

Mr. Len. Yes, Mr. Chairman. 

Senator Hotianp. It occurs to me that for the guidance of anyone 
who is considering the record, that it would be highly important to 
include in the record this particular breakdown. 

Had you intended that this would be done? 

Mr. Ler. Yes, sir. 
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Senator HoLtuanp. At this point, I am going to ask that the break. 
down, entitled ‘proposed budget reductions based on House allow- 
ance’ “Operation and regulation 1956,’ under the head ‘“Federa| 
airwayvs”’ showing separate items totaling $2,885,000, be shown in the 
record. 

(The document referred to follows: ) 


ProposEp Bupcetr REpucTIONS BAskEp ON Housk ALLOWANCI 


Operation and regulation, 1956 
Federal Airways: 
New services: 
Service “B” 100 wpm operation $75. O00 
All new facilities except 10 ASR’s, 26 VOR’s, 482 UHF A/G 
communications, and 1 approach light lane OOO. OO 
Inbound and departure radar control 95, 000 
Existing services: 
$29 airways light beacons (50 percent of continental United 
States) _ S 
14 intermediate fields (50 percent of continental United 
States) 38, (0 
30 communication stations O05, O00 
6 precision approach radars ‘ (0 


Total 


SERVICES DISCONTINUED 


Senator HoLLaNnp. Proceed, Mr. Lee. 
Mr. Ler. Mr. Chairman, under this figure of $2,885,000, it will 
appear that certain existing services will be discontinued including 42% 


airways light beacons which constitutes 50 percent of our total for the 
continental United States. 


HOUSE CUT 


Senator BripGes. Let me interrupt, there, Mr. Chairman, if I may 

[ am particularly interested in this cut made by the House. Was it 
explained to the House what vou were doing? 

This committee has been very concerned with safety over the years 
and, as you know, we have not only supported the appropriations for 
safety, but we have insisted on it. 

I am amazed that, getting right at the heart of the safety with 
increasing air traffic, such a substantial cut was made in that par- 
ticular phase. 

Was that gone into in the House? 

Mr. Ler. Senator Bridges, we dealt with the overall sum total of 
our services and with the problems that we have with handling the 
increased traffic with the amounts that we had in the estimates. 

We did not specify these specific items because we were justifying 
the total amount that we had requested. 

Senator BripGes. So that when they made the cut there was no 
breakdown for them to know particularly how it would affeet the 
operations? 

Mr. Ler. That is at 

Senator HoLLanp. We val equally interested in this safety. | 
thoroughly agree with Se aan Bridges but with the cut that appar- 
ently is inconsequential as compared with last year’s appropriation, 
a cut from $103,111,000 to $103 million, I have examined the state- 
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ment of the House committee on that matter, and it is difficult for 
me to see how you get to the point where you now say in your state- 
ment, that that cut involves cutting out 50 percent of the light 
beacons in the continental United States, 429 airway light beacons 
and 44 or 50 percent of the intermediate fields in the continental 
United States. 

That does not sound like a clear statement in view of the small cut 
from last year’s appropriation. 

| want you to develop it more fully than you have up to the present 
time if you are able to do so. 

Mr. Ler. Mr. Chairman, we have reviewed our complete program 
with the idea of determining priorities between the various items. 


INSTRUMENT FLIGHT TRAFFIC CONTROL 


Basically, we consider it important to continue to complete 100 
percent instrument flight traffic control over the entire country. 
~ These facilities which I have listed here are those which, while 
important to our system are less essential in the control of air traffic 
mder instrument weather conditions. They are facilities which do 
serve the smaller planes and are particularly important for what we 
eal VER flight, which is visual flight rule traffic but it was deemed 
essential that we have a complete 100 percent system for bad weather 
flying. 

Now, the airways light beacons, for instance, are, of course, only 
visible under reasonably good weather conditions. The intermediate 
landing fields would be those of less importance and use. We have 
been gradually reducing our operation of emergency landing fields 
over a period of years. 

The communications stations are those which are less essential for 
instrument flight. However, they do provide a number of important 
services including preflight and inflight advice to pilots. They are 
particularly important in the use of small aircraft and provide services 
in emergency situations for both civil and military aircraft. 

The precision approach radars are those which are located at places 
where we have instrument landing systems at the present time. They 
do provide an additional safeguard to traffic at these high-density 
locations, but we felt that at these locations where alternate aids 
pare available they could be dispensed with in view of the budget 
stringency. 

EFFECT ON SMALLER AIRPORTS 


Senator BripGes. Right along with what Senator Holland has asked 
you, if | may, I recall that last year and in the preceding years, we have 
heen faced immediately with cuts to the smaller airports which may 
not be major airports in the light of the regular air transportation in 
the country but are very important to their communities. They 
might be the very life of the « ‘community in many ways, and they have 
repeatedly been the ones that have been threatened with discon- 
tinuance. Are these among those? 

You know that we have had that situation here. I have had ¢ 
} quarter of the Senate on my neck when I have been chairman of this 
full committee or this subcommittee here, and I think Senator Holland 

will probably have some of the same experiences. 





426 COMMERCE AND RELATED AGENCIES, 1956 


Is that what you are aiming at here? 

Mr. Ler. Essentially, Senator, in working out these priorities, we 
take the less busy routes, the less busy locations, in determining what 
would be the first things discontinued. 

Senator Brincrs. Give us a sample, will vou, of what you are 
discontinuing? 

PRIORITY IN CUTS 


Mr. Ler. I have a list here of the facilities that would be 
discontinued. 

Senator HoLtuanp. | do not pretend to understand this in detail 

I should. I hope the other committee members will follow me 
closely on this. 

It seems to me that if the CAA proposes to apply these cuts as 
stated in the showing that they are making now, that they are violating 
completely the recommendations of the House committee, because | 
read those recommendations: 

The amount recommended for 1956, $103 million, will permit continuation of 
the activities financed under this heading at approximately the same level as was 
authorized for fiseal 1955. 

The Committee recommends the reduction in the budget estimates of $3,150,000 
be applied by the Administration in such a manner that safety in aviation will not 
be affected. 

I fear that the way vou propose to apply it would very seriously 
affect the safety in aviation and that it is directly aimed at that 
objective. 

That, it seems to me, is a complete failure to follow the suggestion 
and recommendations of the House committee. 

Messi Ler. Mr. Chairman, we are in this dilemma: We have this 

} percent growth in air traffic in 2 years, so a continuation at the 
same level that we had in previous vears will not allow us to take care 
of the increased workload, and the operation of the new faciliti ties 
which have already been financed by appropriations of the Congre 

We have had to select the lowest priority items from our oper: att 

Now, we do not permit operations which are unsafe and if it comes 
to a point of not having sufficient personnel or not having adequate 
facilities, the result is a curtailment of operations. 


FULL EXPLANATION OF APPLICATION OF CUT 


Senator HOLLAND. Well, it seems to me that what you are proposing 
is to continue your salaries and expenses in the item of $98,730,000, 
and to continue various other things which may or may not relate 
directly to this factor of continued safety directed by the House 
committee, and that the cuts which you propose, every one of them 
is directed at this very factor of safety which the House committee 
instructed you not to diminish. 

That is the reason why it seems to me that your proposal to apply 
the cut in this way would certainly call for very full explanation; 
otherwise, it is apt to be construed by the committee as an effort 
to bring pressure in exactly the way that you were instructed not to 
proceed by the House committee. It specifically recommends that 
the reduction be made “in such a manner that safety in aviation will 
not be affected.” 
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Senator Porrer. Mr. Chairman, so that 1 may have some idea 
what we are discussing here, it is my understanding that the House 
reduced the budget $111,000 from last year’s appropriation. 

Senator Hottann. The House reduced the budget for “Operation 
and regulation” from the 1955 appropriation of $103,111,000 to $163 
million, or reduced it $111,000. 

The budgeted amount for this year was $106,150,000, so that the 
House in reducing that item to $103 million, made a total reduction 
of $3,150,000 

Senator Porrer. Then the reduction from budget of last year has 
been approximately $111,000? 

Senator HotLtanp. That is all. 

Senator Porrer. The only thing that I would like to have informa- 
tion on is: If that is the case—and I assume, as a result of the redue- 
tion made, of not being able to secure the budget request for an 
additional $3 million, that possibly you could not go ahead with new 
services but do I understand that 429 airway light beacons will 
also be discontinued as a result of that? 

Mr. Les. That is correct, sir. 

Senator HoLLANb. That is the way they propose to apply the cut. 

Senator Porrer. And 44 intermediate fields? 

Mr. Ler. Yes. 

Senator Porrer. And 30 communications stations and 6 radar 
stations? 

Mir. Lee. Yes, su 

Senator Porrer. It seems to me th at that is a lot of activity cur- 
tailed for $111,000 cut from last year’s budget. 

Mr. Lier. Well, Senator Potter, looking at the possible alternative 
ways in which we could take this, we find that we must either dis- 
continue the operation of air navigation aids or curtail our airways 
traffic control service. Those are the main functions we perform. 
We have an air navigation system. We have an air traffic control 

vice, 

"The vu traffic control service is aimed principally at providing 
separation of aircraft under instrument flight rule conditions. 

We do not feel that we can curtail that service so we are left with 
no alternative but curtailing the services which are rendered to VFR 
flying. 

Senator Porrer. In other words, to expand certain services that 
you feel are more desirable you have to eliminate some of these 
eXisting services? 


ALLOWANCE FOR INCREASED WORKLOAD 


Mi. Lee. That is correct, sir. We have allowed for increased 
workload at certain centers, such as the Chicago Air Traffie Control 
Center, the New York Air Traffic Control Center, and others, where 
they are barely able to take care of the workload at the present time, 
and we also have new facilities which are aimed at providing for 
additional control in the denser areas, control which should permit 
the growth of both our military and civil air traffic. 

Senator HoLLAND. What you are trying to say is this, and I say 

boldly: That in spite of the instructions given by the House com- 
mittee not to apply this cut of some 3 percent so as to harmfully 
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affect the safety operation, that you are forced to so apply it and 
that you are applyi ing it in a very ‘extensive way to the safety Tegula. 
tory setup of your organization as shown by this listing of 7 items 
totaling $2,885,000 in the list which you have just plac ed in the 
record. 

That is what you are trying to tell this committee, is it? 

Mr. Ler. We have applied ‘this in the way which will have the leas; 
effect on safety of any way that we can devise. 


INCREASE IN RESPONSIBILITIES 


Senator Brinces. As a matter of fact, Mr. Lee, this whole appro: 
priation concerns safety. That is what your job is primarily; is it not? 

Mr. Len. Yes, Senator Bridges. 

Senator Bripces. And aviation is incre: asing in this country, flights 
are increasing, your responsibilities increase in the same manner, and 
therefore you have to decide, when you are given a cut, as to where it 
will have the least effect upon safety, and you say these points that 
Senator Holland has pointed out have the least effect? 

Mr. Lre. Yes, sir. 

Senator Bripces. Now, I say to you that in spite of your picking 
these out as those having the least effect on safety, it is going to cause 
quite a commotion. 


SERIOUSNESS OF CUT ALLOCATIONS 


Senator Hottanp. And probably cost a good many lives 

Furthermore, I think it is unrealistic when you look at the next item 
in the budget, which is for the establishment of air navigation facilities 
in which the House has allowed an upping from $5 million of last year 
to $18% million this vear, and still the budget requirement is even 
greater. 

This committee, of course, is not committed to the same position 
that the House has taken, but we do not want to see the agency taking 
a position that looks like it is playing horse with the recommendations 
of the House committee. 

Frankly, up to now it seems to me that that is exactly what you are 
doing. The total allowance made by the House in this appropriation 
for safety certainly exceeds the appropriation of last year. For you 
to come in here and state that, if the reductions from the budgeted 
amounts are made, this very large reduction of your air safety opera- 
tion would be required—notwithstanding the recommendation madi 
to you by the House committee that the reductions be so applied as 
not to diminish air safety—seems to me just like a pressure device 

I would not be frank if I did not say so. 

Mr. Roruscuitp. Mr. Chairman, is it perhaps possible to look at it 
in this way: that the amount allowed by the House will cover only a 
certain amount of safety and the CAA, with their presumed competent 
people, have chosen either to eliminate the things which are present] 


operating or not to install this year those which were planned to be 


installed, which would least affect the safety. 
So they have, in fact, complied with the House admonition. 
Senator Honuanp. As vet I have not heard any facts which would 
vive that position, Mr. Secretary, and that is what I am trying to say. 
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It seems to me that for a 3-percent reduction in 1 item when you 
are granted a very large, out-of-proportion increase in the next item 
which applies in this same field, the establishment of air safety devices, 
for you to say that that relatively small reduction reflects all that 
destruction of air safety operation, is hardly a reasonable position. 

| am not going to accept it without a much better demonstration 
than anything which has been offered here yet. 

Mr. Roruscuixp. The first item is a matter of paying for personnel 
to operate certain facilities. 

The second item is for the establishment of new facilities. 

The first one is an operating expense item. The second one is a 
capital expense item. 

Senator Bripcrs. My point right there is that if you cannot main- 
tain the existing facilities, there is no object to going ahead and 
spending the increased amount for new facilities, because you certainly 
are not going to have the personnel, and so forth, to maintain them if 
you cannot maintain existing facilities. 
~ Is that not logical? 

Mr. Roruscurip. It would be presumed that if the Congress 
would authorize the installation of new facilities, they would in subse- 
quent years provide enough money to operate them. 


INCREASE IN TRAFFIC 


Mr. Ler. Mr. Chairman, I would like to give a few figures on the 
nerease in traffic, which will show how modest this increase requested 
in the estimate for last year is. 

From 1948 to 1956, we have had an increase of 175 percent in 
instrument approaches in this country, based on our 1956 forecast 
level, which was low, incidentally. 


AIR TRAFFIC CONTROL TOWERS 


In our air traffic control towers, for instance, we are forecasting a 
118 percent increase in 1956 as compared with 1948, and in fix post- 
ings, 120 percent increase as compared in 1956 over 1948. With this 
growth in air traffic, which is not just civil but military, too, we are 
faced with a problem over which we have no control. We are the 
agency Which provides the protection, the air routes, for all aircraft 
both civil and military. We are in an air age today where the 
growth is continuing. In fact, it has been hard to keep up with it in 
all fields, but particularly in this field of providing for uninhibited 
flight across this country. 

With this very small increase, we hope to do it. 


TRAFFIC SITUATION 


Senator Bripces. Mr. Lee, be practical here. When you are 
piled up, we will say, over New York City, or some other place—up 
there for 2 or 3 hours waiting—your only protection for the passenger 
or the aircraft or its crew is adequate staffing in the safety operatic ns 
of the civil aeronautics activity on that field, is it not? 

Mr. Luz. Yes, sir. 

Senator Brinces. And the traffic has increased so greatly that 
that is becoming more and more logjammed. You cannot be static 
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in your operations. You have to meet that or else you, to a relatiy, 
degree, have increased the danger of the air passengers carried in this 
country, Is that right? 

Mr. Ler. Yes, Senator; we increase that, and also increase {hy 
delays—that is, aircraft staying on the ground or waiting in the aip 
for an approach time. 

Senator HOLLAND. Do you not have the best safety record for th) 
past vear of any year that vou have had? 

Mr. Ler. Yes, sir. 

Senator HoLtanp. How do you justify the statement that 
thing is going down instead of improving? 

Mr. Lex. I would like to point to the delays that we have had, \{; 
Chairman. We have had very serious delays in the past vear althoug! 
we have handled a greater volume of instrument traffic than ever 
before. 

The problem is being able to handle the traffic as it arrives. 

l ast autumn, in New York, there were 3 days when traffie was held 
back as far as Gander, Chicago, Atlanta, and other places as far away 
as that, due to the fact that the New York air route traffic control 
center could not handle it. 

Senator HoLLanp. That was a case of continuing bad weather 
was it? 

Mr. Ler. No, sir; it was instrument flight rule weather, but flyabk 

Senator Porrmer. What do you propose to do, Mr. Lee? Would 
that mean adding more personnel to the staffs at these various contro] 
centers, or more control centers, or both? 

Mr. Ler. Not control centers; we are hoping to increase our radar 
traffic control by a substantial amount and to increase the staffing of 
our centers but not to have any additional centers over and above 
those that we have at the present time. 


OPERATING COST AND NEW FACILITIES 


Mr. Basnicur. Senator, there are really two basic points: The 
volume of the workload increase, and the new facilities are broucht 
into being. 

This year we will have $1,856,000 in cost for operating for a full vear 
the new items that were first commissioned in 1955. 

We will have $2,326,000 in cost for operating new facilities that have 
not yet been commissioned but which have been constructed with 
funds previously appropriated. 

Senator Hotutanp. Where are those figures found in your statement? 

Mr. Basnicu1. These figures are found on page 219, Senator, of 
the regular budget justification here. It is a breakdown of the whole 
estimate. 

These two factors amount to the requirements for operating new 
equipment. 

As Senator Bridges has brought out, when new funds are appro- 
priated, we have to provide for their operation as they can be brought 
into being. The second factor is a very material growth, as Mr. Lee 
has pointed out, in military flying and a buildup of civil flying. 

These things we cannot control in terms of CAA dominating the 
picture. All we can do is slow down traffic as it needs to be controlled 
to assure safety. 
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RADAR APPROACH EQUIPMENT 


senator Porrer. How many control centers now have equipment 
for radar approach? 

\Ir. Lex. We have presently in operation 2 long-distance radars, 
iat Washington and 1 at New York. We are planning on commission- 
ing additional long-distance radars at Chicago and San Diego and 
Norfolk. In addition, we have our om distance radars. 

Senator Porrer. What is the difference between a short- and long- 
distance radar system? 

Mr. Ler. The long-distance radar has a range of 70 to 100 miles, 
and the short distance a range of about 30 miles. We have 52 short- 
distance radars in the program, a little over half of which are presently 
commissioned. We are in some places controlling traffie both incoming 
and outgoing and in other places we control either outgoing or incom- 
ing, depending upon the terrain, the number of routes available, and 
the problems of the specific location. 

Actually, radar control is one of the things which is providing an 
answer to this increased traffic congestion. We are reducing our 
delays here at Washington from several hundred hours in a 6 month 
period down to practically a negligible amount through extensive 
use of radar. 

Senator Porrer. Do all your certificated lines have radar equip- 
ment? 

Mr. Ler. No, sir; this is ground radar. 

Senator Porrer. It is not necessary to have a radar in the plane. 
It is just on the ground? 

Mr. Les. That is correct, sir. In our establishment estimate that 
we have here, we have an amount for secondary radar, which is in 
addition to the normal radar. 

Secondary radar does require a piece of equipment in the airplane. 
That is of use in ease of precipitation when the rain or snow might 
otherwise block out the radar echo. It is useful in increasing the 
range of the short-distance radar and in providing identification. 

At the present time, there is no cooperating airborne equipment in 
civil aireraft. 

Senator Bripcss. Is the equipment on these new Capital Airlines 
sritish-made planes the same as on American planes? 

Mr. Ler. Yes, sir. 

Senator Bripces. The identical thing so that there is no difficulty 
of the safety equipment fitting into our ground equipment? 

Mr. Roruscuiip. You mean the communications equipment? 

Senator Bripces. Yes; I am a layman; I don’t know enough 
about the thing. 

DIFFERENCE IN AIRCRAFT 


Mr. Ler. Essentially, Senator Bridges, the airplane is like our 

United States-constructed airplanes with the principal difference 
being that they use turboprop power plants rather than reciprocating 
engines, 
_ Senator Hotitanp. Mr. Basnight, vou referred to page 219 of the 
justification filed with this committee in support of your original 
budget estimate, and you said that the total of the items there in 
whieh you were interested came to what figure? 


63332—55 28 
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Mr. Basnicur. The items that are new in 1956 come to $2,326,227 

Senator HoLLanp. Where is that found on that compilation oy 
page 219? 

Mr. Basnicur. It is the lower line, the bracketing of four figures. 
columns h through k, sir. 

Senator HoLLanp. h through k? 

Mr. Basnicur. Yes, sir. 

Senator HoLuanpb. Then the totals which you say are new are these: 
$1,622,890 under the column h, covering new facilities. 

Mr. Basnicur. That is correct, sir. 

Senator HoLLANbD. $142,453 under column i, which is_ headed 
“Additional facilities at air traffic control services, United States Air 
Force bases,’’ and the amount of $195,627 under column j, which is 
headed “Inbound departure radar control.”’ 

Then a general catchall entitled “Other” column k, $365,257. 

Mr. Roruascuitp. And the total is immediately below. 

Senator HOLLAND. $3,326,227. 

Mr. Roruscui.p. Yes, sir. 

Senator HoLttanp. What is your observation with reference to 
that total that vou made a few minutes ago? 


MEANING OF “‘NEW FACILITIES”’ 


Mr. Basnicur. Sir, the column, “New facilities,” is the operating 
cost of equipment constructed under the appropriation heading 
“Establishment of air navigation facilities,’ and as Senator Bridges 
has pointed out, we need operating funds to continue the service 
once the equipment is ready for use. 

Now, the air traffic control service is a matter of extending the 
control areas where the CAA exercises traffic control. 

As the Air Force locates new air bases, we have to exercise ail 
traffic control to fit military trafiic into the overall pattern. 

The third column is inbound, departure radar control. That is 
the staffing and requirements for operating radar, which is the latest 
device that we use in assuring safety and safely separating aircratt. 

The other item is, as you point out, a number of small units that 
have been brought into the program for the first time in 1956. 

Now, the main point that we would like to leave with you is that 
while the total amount that the House has allowed is approximately 
the same dollar level as provided for this year, due to these new require: 
ments of operating the equipment that has been provided by Congress 
for safety and the growth in air traffic, the same dollar level will not 
permit us to continue the use of the facilities we have had this year 
to take care of the growing workload as the Air Force and Navy builds 
up and to operate the new equipment as it is constructed and made 
possible for use. 

Senator HoLLaAnp. One more feature of that explanation: I notice 
that these new facilities and new services were installed during fiscal 
1955. Do you have any showing as to what part of that year you had 
to pay operating costs of those facilities? 


ANNUALIZATION 


Mr. Basnigur. Senator, under column c, we have an entry we call 
annualization. That includes the items that were operated part ol 
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fiscal year 1955. On the average they would have been operated 
approximately half the year. So that we are asking for dollars to 
continue their operation on a full-year basis in fiscal year 1956. 

Senator HoLLaANpb. That would mean that the $2,326,000 figure 
representing a full year’s operation was partly paid in last year, in 
1955? 

Mr. Basnicur. Sir, column ¢ contains the items that were operated 
part of fiscal year 1955 and the two plus million dollar figure includes 

. ® ~~ ry. 

only the items that are new to us in 1956. They have not been 
operated any part of 1955. 

Senator Porrer. Your C category are actually new items that went 
into effect in this past year? 

Mr. Basnicut. That is correct, sir. 


ANTICIPATED PROJECTS 


Senator Porrer. And your H items are new projects that you antici- 
pate putting into effect this coming year? 

Mr. Basnicur. That is correct, sir; column H. 

Senator Hotuanpb. I understand that your new facilities under H 
were new facilities placed in 1955. 

Mr. Basnicut. We are building them now, sir; but they will not be 
ready to operate until fiscal 1956. 

Senator HoLLanp. That will be the operating cost? 

Mr. Basnicut. That is correct, sir. They will be ready to operate 
an average of 9 months, I believe, sir. 

Senator Hotuanp. All right. You may proceed. 


OPERATION AND REGULATION 


Mr. Ler. Under the “Operation and regulation” heading, we have 
two other subheadings, Mr. Chairman. One is under the Office of 
Aviation Safety. Under this function, we enforce safety regulations 
and conduct other safety activities aimed at protecting the general 
publie. 

Under the House action, there are specifically eliminated $100,000 
for a medical standards survey and $40,000 for a study of the functions 
of the CAA with a view to turning over more responsibility to industry. 

In addition, under the overall cut of $3,150,000, we feel that based 
on a priority system, a certain amount of this reduction should be 
allocated to this office, and we are planning on a cut of $300,000 if the 
House figure does stand. 


MEDICAL SURVEY 


Senator Porrer. Could I ask this question: What is your medical 
survey? 

Mr. Ler. That is a proposed study which would cost $100,000, 
which we would contract for with the Flight Safety Foundation, which 
is & nonprofit organization to review the present medical standards 
which we have in effect and have had in effect since 1938. 

Senator Porrer. You mean medical standards for pilots? 

Mr. Lun. For pilots; yes, sir. 

Just as an example of the problems we have, there is a continually 
aging pilot population. We have at the present time 55 airline trans- 
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port pilots that are over 60. We have 414 commercial pilots that ay, 
over 60 years of age. Also, we have very unsatisfactory results from 
our present study of the cardiae conditions of pilots. 

We feel that such other subjects as epilepsy and diabetes and nervous 
fatigue and so forth should be studied and we should bring our stand- 
ards up to date. 

The pilot is being continually called on to perform a more difficy|; 
job with a more complex and higher performance aircraft and we feel 
it would net important results in safety if we could have a nonpartisan 
and thorough study of the civil standards. 

The civil standards are different from military standards in that 
we are not preparing pilots for combat. We are considering pilots 
that should have certain minimum qualifications for civil operations 

Senator Hottanp. If 1 understand what vou have just said, voy 
have been breaking down the $440,000 shown on the paper that has 
just been inserted in the record opposite the words “Aviation Safety” 
so as to include, first, the two reductions that are recommended }\ 
the House committee; namely, a $100,000 reduction in budget that 
was requested for an aviation medical standards survey and a $40,000 
item that was requested for a project to transfer safety responsibility 
to industry? 

Mr. Lee. Yes, sir. 

Senator HoLttanp. Then you add to those two an additional 
$300,000, which you say vou apply in a diminished aviation safety 
program. 

How would that program be diminished? 

Mr. Ler. Mr. Chairman, this would cut down our personnel 
financed under this heading from 1,741 to 1,691, or a reduction : 50, 

In the past 3 vears we have cut back our aviation safetv by a 
total of 314 positions or a total of about $1% million. 

Senator HOLLAND. Are you speaking about aviation safety opera- 
tions, or are you speaking about aviation safety research, checkup? 

Mr. Ler. Operation, sir. 

Senator HoLtianp. In connection with the $100,000 and $40,000 we 
were talking about research. 

Mr. Ler. This is the balance of $300,000, to which I am addressing 
myself. 

Senator Hottanp. To what type of personnel would that be 
applied? 

APPLICATION OF PERSONNEL REDUCTION 


Mr. Ler. That would be applied to a reduction of the number of 
our agents in the field, the number of our headquarters personnel and 
some of our engineers. 

[t would be taken in three divisions in this office, which are the 
Engineering Division, the Air Carrier Safety Division, and the General 
Safety Division. 

Senator Hotianp. Is there any breakdown by which you show 
where that would be applied? 

Mr. Ler. No, sir. It would just be applied across the board to 
personnel in all the divisions of the office. 

Senator Hotitanp. Under the head “Aviation Safety’ 

Mr. Len. Yes, sir. 

Senator HoLtianp. That is a separate division of your operation? 
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\ir. Lee. That is correct. We have a separate office here in 
Washington and separate divisions in the field. 

Senator HoLLaAnp. Now, go to your next head; $30,000 for airports, 
you say, would be cut out. 


REDUCTION IN FEDERAL AID TO AIRPORTS 


\lr. Lex. Yes. This would be a reduction of approximately 5 
man-years in the staff which is required to administer the Federal-aid- 
to-uirports program. 

Now, in the last 3 years, we have reduced the staffing and the 
district offices in this program by almost 50 percent, and we are faced 
next year with the problem of supervising a Federal aid to airport 
program of at least $11 million with a reduced staff. 

Senator HoLtianp. That is the staff that works up cooperative 
airport improvement or establishment programs with communities; 
is that it?. 

\fr. Ler. Yes, sir. 

Senator HoLLtaNnp. That is not an operating stafi? 

\Iir. Len. No, sir. 

Senator HoLtuaNp. It has no relation to anything except the work- 
ing out of cooperative arrangements, improvements, and designs with 
communities throughout the Nation? 

\ir. Ler. That is correct, sir. 


SUPPORTING SERVICES 


Senator HoLuanp. All right. Come to your next head of ‘‘Sup- 
porting Services.” 

You show a reduction of $295,000 under the head “Supporting 
Services.”” What would that be? 

Mr. Ler. That is a reduction in our stock and stores item which, 
in effect, is a reduction in our inventory of material, principally for 
the operation of the Federal airways system. 

Senator HoLianp. How large is the budgeted amount for the opera- 
tion of that system? 

\Ir. Basniaut. This figure would be approximately 1 month’s stock 
level that we would be losing, sir. 

We try to keep an inventory on hand so that our parts will not be 
diminished or airway units go off the air. This is approximately 
| month’s warehouse level that we would have the loss of. 

Senator Porrer. That is mostly communications equipment? 

\lr. Basnicut. Yes, sir; parts for electronic gear, the tubes and 
working parts. 

Senator HotLtanp. This item does not involve personnel? 

Mr. Basnicut. It does to some degree in the headquarters office, 
the personnel to handle accounts, and the budget and personnel office. 


PERSONNEL INVOLVED 


Senator HoLLANpD. How many personnel are involved in that pro- 
posed cut of $295,000 for supporting services? 

\fr. Basnicut. It would be, I would estimate, 30 people that might 
be affected in the total of that figure. 
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Senator Ho.uanp. Do you mean 30 people affected in that amount 
and in addition 1 month’s supply of parts? 

Mr. Basnicut. We have not actually refined it to the degree of 
identifying people. There would be some personnel dropped and a 
lowering of the stock level in our warehouses. Both items would be 
involve d. 

Senator HoLianp. But you do not insist on your estimate of 30? 

Mr. Basnicur. No, sir. 


CYCLE INVENTORY 


Senator Porrer. How big an inventory do you have? Do von 
keep a heavy inventory? Is it based upon periods of time? 

Mr. Basxtcur. We handle what we call a cycle inventory, Senator 
Potter. We buy once a year so as to take advantage of lower a s 
as we get larger numbers of units. As of the start of the vear, the fi 
cycle that comes up we buy 12 months’ stock for that item, nak it 
would be difficult to say the dollar value at one time, but if you con- 
sidered all of the items involved, we would probably have a maximum 
of about $3 million in stock at a peak period, but at any given time it 
might be lower or it might at August 1 be higher. It depends on 
when you take inventory. 

Senator Porrrr. I take it you do not want to be in the same posi- 
tion with it as is the Navy with canned hamburger. 

Did I understand that this is a reduction in the supporting services? 
You say that that will cut back your inventory by a month? 

Mr. Basnicur. By approximately a month, yes, sir. 

Senator Porrer. What effect will that have? Will it cost: mor 
when you do replenish your inventory? 

Mr. Basnicur. We found from e xperience, sir, that it takes approx- 
imately 3 mouths from the time a unit is out of supply at an operating 
field station until the orders can be processed through our ware- 
housing system and equipment procured from a manufacturer. We 
try to maintain a3 months’ stock level in order that nothing will be out 
of operation due to not having a part, and if we lose a month in that 
process plus the sharp reduction, we have had in personnel in the past, 
we may find some facilities that will not be operative. 

I did not mean to use that as a threat. I am only pointing out the 
problem. 


Senator Porrrer. In other words, this could result in the closing 


down of some communications facility due to the lack of a part? 
Mr. Basnigut. Temporarily. You could probably shift from some 


other unit or improvise in some manner, but it would increase our 


operating problem. 
Senator HoLLanpb. Senator Bridges. 
Senator Bripces. | wanted to ask a question a little aside from this, 
Mr. Chairman. 
POSITION ESTABLISHMENT 


I talked with Mr. Rothschild the other day about the position of 
Deputy Administrator of Civil Aeronautics Administration. Since 
that time, 2 or 3 Senators have spoken to me about it, and I checked. 
I wanted to ask if that position has been in existence. 


Mr. Ler. No, sir. 
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Senator BripGces. There is a job of that title? 

Mr. Ler. The job is being established, I believe, at the present 
time. But there has not been one in the recent past. 

Senator Bripcres. The checking that I did indicated that it was 
not included in the Bureau of Budget recommendations; is that 
correct ? 

Mr. Lee. That is correct, sir. 

Senator BripGces. It is included in what you are asking this com- 
mittee for? 

Mr. Ler. No, sir. The job, I believe, is being established at the 
present time, but was not established at the time of preparation of 
these estimates or the origi: al justific ation before the House. 

Senator Bripces. My point is that I heard that it was going to be 
established, this Deputy Administrator of Civil Aeronautics. It 
came to my attention, first, because of a person who was interested 
in the job, but looking into it—as long as it is not recommended by 
the Bureau of the Budget and considering that you have gotten along 
without it all these years—there is a question in my mind whether 
you should recreate a new top job after we have gotten along over 
the years without that position. 

| will admit that the matter came to my attention when a person 
called me and was interested in the job, but upon looking into it, 
when I find it is not recommended by the Bureau of the Budget, and 
it is not in the appropriation, I ask whether or not a creation of a top 
job like that is justified? 

Mr. Roruscuiitp. May I say a word on that subject, Senator? 

Senator BripGes. Certainly. 

Mr. Roruscuiip. We have just had a most vivid demonstration of 
the need for that job. 

Mr. Lee, unfortunately, has been out for about a month with an 
operation, and in my contact with the office, there has been less than 
a satisfactory manner of getting responses to inquiries from Senators 
and from Congressmen that have come to me and that I have in turn 
relaved to them. 

There has been less than an adequate operation in other areas 
where information has been needed. 

Certainly any shop which has 15,000 or more people in it should 
not be headed by one single person whose sole responsibility it is to 
make all of these decisions and on whom all of this responsibility rests. 

He has to have an alter ego to be there when he is out of town or 
incapacitated or engaged in something else. 

This is the largest establishment in the Department of Commerce, 
and many of the smaller ones have deputies, and we find that they 
re most necessary and useful. 

CAA did, at one time, have a Deputy Administrator. It is only 
recently that they have not had one. We are simply going back to 
a pattern which was previously established. 

Senator HoLLaAnp. When was the position disestablished? 

Mr. Ler. The position has not been in effect for about 2 years, 
Mr. Chairman. 

Senator HoLLaANpD. Was it active up to the time that vou were 
appointed Administrator, Mr. Lee? 

Mr. Ler. I was Deputy Administrator, Mr. Chairman. 
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Senator HoLianp. | thought T reealled that. You became Adm; 
istrator and the Deputy Administrator position has not been fille 
since? 

Mr. Lire. No, sit 

Senator Bripces. Do vou have an Assistant Administrato 
You do, do vou not? 

Mr. Lier. There are 2 Assistant Administrators, 1 for operations 
and | for administration. There is a third one who is involv 
planning and development 

Senator Hottanp. Where would the Deputy be . Mr. Rothsehild? 

Mr. Roruscuitp. He would come between the ‘Administr: ator and 
the Assistant Administrators 

Senator Hottanp. He would not be confined. It would be hi 
duty, assisting the Administrator, to keep in touch with all phases o 
administration and be directly answerable to the Administrator. 

Mr. Roruscuiip. From my experience in maritime, Mr. Chairman 
I attempted to operate and did operate for a year without a deputy 
and found it a totally unsatisfactory position and filled the ‘ob of 
deputy with a good result. 

Senator Hottanp. How long had the deputy’s position been 
operative and in force prior to the time that it was discontinued o1 
least temporarily discontinued at the time you became idalniatiaies 
Mr. Lee? 

Mr. Ler. I believe the position was established for the first: tim: 
about 1948, and then it was continued until 1952 or 1953. 


POSITION ABOLISHED Our | 
com 
Senator Porver. How was it abolished, Mr. Lee? ste 
Mr. Ler. Well, the deputy ’s functions were distributed between 
the Assistant Administrator for Operations and the Assistant Admin- 
istrator for Administration. 
Senator Porrer. In other words, when you moved from ye: a to 
Administrator, two assistants to vour position were created that had 
not been created in the past, Is that right? 
Mr. Ler. That is correct; ves, sir. 
Senator Porrer. And the office of deputy was then discontinued 
Senator Hottanp. Were these changes made by internal adminis- 
trative rulings or by action of Congress? 
Mr. Ler. By internal administrative rulings, Mr. Chairman. 
Senator Hottanp. Then they are reflected in the budget so that 
the appropriations recognized these new organization proceedings? 
Mr. Ler. Yes, sir. 
Senator Honianp. So far as the present situation is concerned, an 
decision now within the organization to re-create the office of deputy 
would be immediately reflected in an adjustment of the way. th 
appropriation is to be used without requiring legislative action; Is 
that correct? 
Mr. Ler. Well, it would certainly be within the total requested. 
There would be no increase for this particular position. 
Senator HoLLtaNnpb. In other words, vou do not expect to reflect any 
change in the amount of the budget at all? 
Mr. Ler. No increase, sir. 
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senator HoLtLanp. But you do plan to recreate the position that 
yas been temporarily discontinued for the last 2 years or more in order 
ro regain that position in your organization? 

Mr. Ler. Yes, sir. 

Senator HoLLANb. Speaking without too much knowledge of the 
tuation, it seems to me that that decision would be thoroughly wise 
and that the fact that one man is apt to go beyond his strength- 
and beyond the health that the good Lord gives him—is apt to be 
manifest in this organization, like any other. It is much more apt to 
come in an organization whe re peo ple are overworked, which seems 
to be the case in this organize ition 


QUESTIONS BY SENATOR MUNDI’ 


Senator Porrrer. Mr. Chairman, I have some questions that 
Senator Mundt, who could not be here this morning since he had to 
attend another committee meeting, wanted to have asked and put in 
the record, 

Many of these, Mr. Lee, vou have already touched upon, but in 
order that the record will have the continuity of Senator Mundt’s 
questions, I will ask the questions and you can make a statement for 
the record for his use. 

The first question: 

loes this request contemplate the closing of facilitie > discontinuance 

‘¢ other than those associated with the House reduction? If so, v ? 


Mr. Ler. Yes; it does, Senator. As outlined in our appeal and 


our original submission, there are involved a discontinuance of 
communications stations, 9 approach lights, 6 instrument landing 
systems, and some miscellaneous items. 

As I testified previously, those were not requested in our original 
estimate. 

Senator Porrer. His second question: 

What segments of aviation make use of these facilities and to what extent are 

used? 

Mr. Ler. Senator, as I have already testified, these are largely 
ised by the smaller aircraft and to a great extent by military aircraft. 

We have attempted to keep our instrument flight rule system intact 
and these are useful for visual flight rule flights, for emergency services, 
such as locating lost aircraft, and for advice to pilots, both on the 
cround and in flight, as to weather conditions, radio aids, and airports, 
and so forth. 

Senator Porrer. In your opinion, do vou consider these facilities 
essential to your Federal airways system? 

Mr. Ler. Well, Senator, I think we touched on the methods 
which we determine priorities on this. 

The question is, with the tremendous growth in air traffic, to pick 
out the ones which would have the least effect on safety, and we have 
tried to select for savings the items which would have the least effect 
upon safety, and the least disruption of our entire national airways 
system. 

Senator Porrrr. Are these facilities essential to your Federal 
ulrways system? You are now saying, ‘Well, I prefer to have some- 
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thing else,”’ but do you still conside 'r these to be necessary or essentiy 
to your Federal airways system? 

Mr. Ler. Well, I have trouble answering that question directly 
Senator Potter. Certainly they have an effect on safe ‘tv. Howeve: 
we consider their effect as less than some other items that might } 
discontinued, but they do render a service to the pilots of this ¢ — 
Whether they are essential or not is hard to answer in a ‘‘yes”’ or “no 
way, because it is a question of degree of safety. 

Senator Porrer. But they have a safety value to air traffie? 

Mr. Ler. Yes, sir. 

Senator Porrer. His last question: 

How much in the way of additional funds would be requested besides that 
being appealed to continue these facilities and services? 


Your appeal covers these facilities, am [ correct? 
Mr. Ler. No, sir. These are, if I understand the initial questio 
correctly, ones which were not included in the original estimate. 


AMOUNT NECESSARY TO OPERATE FACILITIES 


The amount to operate these facilities for fiscal year 1956 would by 
approximately $975,000. 

Senator Porrer. $975,000? 

Mr. Ler. Yes, sit 

Senator Porrer. How many facilities all together? 

Mr. Ler. This is on page 215 of our original justification. Begi 
ning in the fifth line, it reads: 

In addition it is planned to discontinue prior to fiscal vear 1956, 31 aeronautica 
communications stations, 9 approach lights, and 6 instrument landing svstems 

Senator Porrmr. Where are the communication stations locat 

that you contemplate discontinuing? 

Mr. Ler. These on this list include the communication stations an 
3 of the 6 instrument landing systems. This was the same list tha 
was requested by the House committee. 

Senator BripGces. These are in operation at the present time? 

Mr. Ler. Yes, sir. They are in the process of being decommis 
sioned. 

Senator Porrrer. This is upon your recommendation that these b 
discontinued, am I correct? 

Mr. Ler. These were not included in the original estimate. 

Senator Porrer. These were not included in your budget estimate 

Mr. Ler. Yes, as I understood the question that was what Senato! 
Mundt referred to. 

Senator BripGes. In other words, you thought you could get along 
without these? 

Mr. Roruscuitp. There are other facilities which will take thei 
place. 

Senator BripGces. There are others coming in which will take theu 
place in the same cities? 

Mr. Rorascuitp. I do not think precisely, but they will cover the 
same airways. 

LEBANON, N. H. 


Senator BripGes. For instance, let us take Houlton, Maine, and 
Lebanon, N. H. How would you cover Lebanon, N. H., now? 
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Mr. Ler. Well, the communications on the airway between Boston 
and Montpelier would be covered from Concord, N. H. and Montpelier. 

Senator BripGces. I just see in this second list that you have 
\lfontpelier included. 

Mir. Ler. Yes, sir. If that list went through, we would have to 
cover it from Concord, N. H., to Burlington, Vt. 

Senator HoLLanp. I notice that of the items listed in region 2 
mder the head ‘Discontinuance of INSACS, fiscal year 1956,” that 
even if you get the amount in the budget you propose to discontinue 
the facilities at Vero Beach, Fla. 

Now, just how do you propose to cover a heavy amount of traffic 
which moves up and down the east coast in that very area, coming 
in out of that very airport, and also discontinue the facilities at 
Vero —" 

Mr. Lex. Communications would be handled by adjacent communi- 
cations ere ey particularly on the east coast airway. 

idea’ communications would be handled through Melbourne and 
West Palm Beach, which are the adjacent communications stations. 


VERO BEACH, FLA., FACILITIES 


Senator Porrer. The facility at Vero Beach which you propose to 
eliminate in your budget is of what type? 

Mr. Ler. It is an interstate aeronautical communications station. 

Senator Bripces. Which is the communications system? 

Mr. Ler. It provides air-ground communication at Vero Beach. 

Senator HOLLAND. Does that consist of radio or light or radar or 
what type of communication? Let the record show that. 

Mr. Ler. It consists of two general types of communication. 

The first is air-ground communications, which involves in any case 
a number of facilities for communicating with both civil and military 
aircraft on medium frequency, very high frequency, and ultra-high 
frequeney channels. 

Senator HoLLanp. Of radio? 

Mr. Ler. Yes, sir. Then it involves point-to-point communica- 
tions, first on an interphone system which is connected with our air 
route traffic control centers, and other communications stations, and 
a teletype system which carries, first, traffic information; secondly, 
weather information, and thirdly, information of possible hazardous 
conditions, such as unusable airports or firing or some other situation 
which created a hazard. 


TOTAL PERSONNEL INVOLVED 


Senator HoLtanp. How many personnel are involved in the opera- 
tion? 

Mr. Ler. Well, the smallest communications station complement 
is five personnel, They are operated 24 hours a day 365 days a veat 
With 5 personnel, we regularly schedule some overtime over a 40- 
hour week. 

Senator HoLLanp. Now, this station is not only on the line of heavy 
flight up and down the east coast of Florida, but is also the point, is it 
not, where the flights from Orlando come in to join that line, coming 
in from the west to the northwest? 





442 COMMERCE AND RELATED AGENCIES, 1956 


Mr. Ler. Yes, sir. 

Senator Hotuanp. How would you propose to afford adequat 
service from the remaining stations that were left there? 

| want the record to show this. I know nothing about the detail 0: 
it myself, except that I have flown over it many times, and [ knoy 
that the Orlando flights come into and leave the east coast flight 
about at that point if not right over that point. I know that it is 
course, on a very heavily traveled flight lane. 

How do you propose to handle the situation in the absence and 
discontinuance of the station at Vero Beach? 


INCREASED WORKLOAD AT MELBOURNE 


Mr. Ler. Well, the adjacent station at Melbourne, which is fairl 
close to that, would have an increased workload. 

Now, the coverage from Melbourne would not be quite the same as 
the coverage from Vero Beach due to the fact that VHF and UI 
communications are essentially line of sight communications, so yo 
ould not get as good low altitude coverage but the high altitud 
coverage, particularly at instrument flight altitudes, would be suffi- 
cient for Melbourne to handle the traffic at that point, which wou! 
include both north-south and northwest-southeast traffic. 

Senator HoLLANb. I believe it is about 29 or 30 miles, is it not, 
from Vero Beach to Melbourne? 

Mr. Ler. Yes, sir. 

Senator Hotuanp. Now, the next station below Vero Beach 
West Palm Beach, is it not? 

Mr. Lex. Yes, sir. 

Senator HoLtitanp. The next station above Melbourne is Daytona 
Beach. 

Mr. Ler. We have stations at Orlando and Daytona Beach. 

Senator HoLtitanp. Orlando is not on that main flight lane, is it 

Mr. Ler. That is correct. 

Senator HotLtanp. Your proposal to eliminate the Vero Bea 
station has nothing to do with the cut applied by the House, but is : 
reduction in the establishment which you propose in connection Ww! 


your regular budget? 
Mr. Lee. Yes, sir. 


PELLSTON, MICH., STATION 


Senator Porrer. I noticed that Pellston, Mich., is one of the sta- 
tions that you propose to discontinue. Now, I assume that you plai 
on covering that from Traverse City and Sault Ste. Marie, is that 
correct? ‘Traverse City is 100 miles south and Sault Ste. Marie is 
60 miles northeast. 

Mr. Ler. That is correct, sir, yes. 

Senator PorrErR. As you may or may not know, the Pellston Airpo! 
has peculiar weather conditions, and I will be very frank with vo 
that I would not be too comfortable when landing there. In summe:- 
time, we have four commercial airlines going to Pellston and I would 
not be too comfortable landing there without communications from 
the ground. That is my hometown airport. 
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Vir. Lez. Yes, sir. Well, the altitude of communications at 
Pellston would probably be, from Traverse City and Sault Ste. Marie, 
not below 1,000 feet above terrain. 


HOULTON, MAINE 


senator Bripces. How would you cover Houlton, Maine? 

\ir. Ler. The nearest communications station, Senator, would be 
\lillinocket. 

Senator Bripces. How far is that? 

\ir. Lex. Approximately 60 miles airline. The nearest one farther 
south would be Augusta, which is another 50 miles, approximately. 

Senator Bripces. That would be more than 50 miles from Houlton, 
would it not? 

Mr. Ler. Yes, sir. Augusta is approximately 50 miles from 
\fillinocket. 

Senator Porrer. I recall that, I believe it was last year, you were 
contemplating eliminating some stations, and I know Pellston was 
one. Not only do we have the commercial airlines coming in 4 trips 
during the summer months and 2 during the winter, but it is right 
in the heart of a resort area of Michigan. We have a heavy traflic 
in private planes. It would seem to me, Mr. Chairman, in an airport 
which I know something about, that while I do not have the technical 
knowledge that these gentlemen have, I do recall that last year not 
just the people at the airport but pilots who use the airport were 
creatly concerned over the thought that that might be discontinued. 

[ will be very frank with you. I would be most reluctant to have 
that happen for the safety involved. The weather conditions are 

such in northern Michigan that at Traverse City they may be entirely 
different and normally are entirely different than weather conditions 

Pellston. 

| would sincerely hope that the CAA would take another look at 
this list of stations. 

Senator HOLLAND. Maybe these illustrations indicate somewhat the 
me ulties that the CAA people are laboring under which I am sure 

‘very real and very great. 

"Me Ler. We have, in preparing this list, to take into considera- 

tion the actin ity records of all the stations and, from the sti andpoint 
of essentiality, selected locations as required to meet the level of funds 
that can be expected. 

Senator Hottanp. Have you about concluded your presentation, 
\Ir. Lee? 

Mr. Len. Mr. Chairman, that would conclude the part on ‘‘Oper- 
tion and regulation.” 

| would like to make a few remarks on the other items which have 
heen appealed. 

| can be quite brief on those. 

Senator Hottann. The House has treated you very liberally, so 
ur as increasing your appropriation is concere ‘nd, though it has not 
cone as far as you have requested. 

If you care to discuss that, we would be glad to hear it. 

\fr. Ler. Yes, sir; the increases in the House are largely confined 
to the grants-in-aid involving the level of approximately $20 million 
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for the Federal aid to airport program, as opposed to the $11 million 
which was submitted in the original estimate. 

Senator BripGrs ——s. Let me ask you, Mr. Lee, if this par- 
ticular item is granted, or increased; when Congress takes that action. 
then vou immediately meine vourselves further to its maintenanes 
and the provision of operating personnel, do you not; in future years? 

Mr. Ler. Yes, sir; this would involve certain additional costs. 

Senator Bripces. My point that I want to make, Mr. Chairman 
is that if vou are not going to maintain the existing facilities, I do not 
know how you are going to deal with the creation of new ones. 

Senator Hottanp. Well. of course. to some extent. this is a sub- 
stitution, because he has already furnished us a list of some 31 stations 
that he proposes to cut out with his regular budget request. 

Now, he is proposing to add other stations or at least other facilities 
[ assume some of that means new stations and some of it means im- 
proved stations to the system. 

I think that that certainly requires him to make his case very 
strongly and clearly. 

Mr. Ler. Mr. Chairman, the establishment of air navigation facili- 
ties program does involve facilities which will take care of the increased 
traffie on our airways, and which will provide the additional airways 
which are required for handling this increased traffic. 

Senator Bripces. [I would like to get this straight, Mr. Lee. 

Does this add to vour major air route facilities, or does it take th 
place of some of these smaller ones which you are eliminating? 

Mr. Ler. It largely adds to the facilities on the congested air routes 
providing bypass airways and additional traffic-control means in thi 
dense traffic areas. 

Senator Bripces. But it has relatively little relation to the small 
places which vou have listed here? 

Mr. Lee. That is correct, sir. 

Senator Bripces. But it is to take care of your worst situations 
your more highly congested, highly traveled situations on your main 
air routes? 

Mr. Lee. Yes, sir 

Senator BripGes. That clarifies it a little. 


REDUCTION IN PERSONNEL REQUIREMENTS 


Senator Porre R. Will vour new installations reduce vour require- 
ment for personnel in the future with your new devices and instru- 
ments? 

Mr. Ler. It will reduce our requirement of personnel as measured 
by a given volume of traffic. However, we are forecasting a continu- 
ing increase of traffic through 1960, so we can look forward to a 
requirement for additional personnel. These new devices have already 
enabled our control centers to handle 55 percent more workload than 
was handled 5 vears ago. 

Senator Brinces. Let us go back to 1945, the year the war stopped. 

You may have put this in the record, but 1 am not familiar with it. 


INCREASE IN AIR TRAFFIC 


Do you have the increase in air traffic in persons carried since that 
time? Do you have that? 
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Mr. Les. I could give you a figure on the number of passengers 
from 1948 to 1956. 

Senator Bripges. All right. 

Mr. Ler. The domestic scheduled revenue passengers increased 
by 24,312,000. 

Senator Brincres. That is for what period? 

\Ir. Lex. That is for 1948 through 1956, estimated, and we think 
t will exceed that estimate. That is an increase of 185 percent in that 
\-year period. 

Senator BripGces. That does not take into account the nonscheduled 
urlines, does 1t? 

Mr. Ler. That is correct, sir. Those are scheduled air-carrier 
ssengers. 

Senator Bripces. Roughly on nonscheduled flights, how many 
passengers are carried? Just give us an idea. 

Mr. Ler. | would say approximately 8 to 10 percent of the number 
carried by the scheduled air carriers. 

\lr. Roruscuitp. That figure does not take into consideration any 
yisiness flying either, Senator. 

Senator Porrer. Those are what you normally consider the non- 
sked flights? 

Mr. Lee. No, sir; the “nonskeds” are the large irregular carriers, 
vhich are recognized by the Board as such. 

Senator Porrer. Are they included in your first figure? 

Mr. Lee. No, sir; this is just scheduled regular passengers. 

Mr. Roruscuitp. There are some corporations which have larger 
fleets of aircraft than some of the smaller airlines have. 


EFFECT OF HOUSE CUT 


\ir. Len. Just to cover the House cut, the effect of the House cut 
ipon our estimate for the establishment of air navigation facilities 
vould be the deletion of 30 secondary radar facilities of a total of 52 
originally included, and 55 distance measuring equipments for use in 
conjunction with the visual omnirange system. ‘This would bring the 
iotal amount of the cut to $4,500,000. 

Next, proceeding to the item ‘Maintenance and operation, public 
airports, Territory of Alaska.”’ 


GRANTS IN AID FOR AIRFORTS 


Senator HOLLAND (presiding). I notice that you have not said any- 
thing about the grants-in-aid for airports in which the House added 
$9 million to the budgeted amount of $11 million. 

Would you care to make any comment about that? 

Mr. Ler. Mr. Chairman, that item was not included in the appeal 
document. The House acted with only the $11 million estimate for 
vrants-in-aid before it. 

| would like to say that we have a real need for airport improvement 
in this country. The growth of traffic is such that numberwise, it is 
outstripping our airport capacity, and on the technical side, the per- 
formance of our aircraft is outstripping the capabilities of our airports 
to handle them without reduced payloads, so we do have a growing 
need and a very real need for considerable airport improvement. 
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Senator HoLtutanp. Let me ask you a question. What part of this 
xdded $9 million would go to improve facilities at airports that are 
already operating, and what part would represe nt the creation of ney 
facilities that would require new services? 

Mr. Ler. About 95 percent would be on the improvement of existing 
airports, and about 5 percent for new airports. 

Senator Hotianp. That part that would improve existing airports 
— 1 not represent an increased load on your operating personnel or 
facilities, then? 

Mr. Ler. Well, not on our operating personnel; no, sir. 
Senator Porrer. Could I ask this question, Mr. Chairman? 
Senator HOLLAND. Yes. 























MICHIGAN AERONAUTICAL BOARD RECOMMENDATION 





Senator Porrer. Mr. Lee, vou recall last year the problem we had 
in Michigan on the recommendations of the Michigan Aeronautics 


Board? 

Mr. Ler. Yes, sir. 

Senator Porrer. Will this additional $9 million that the House put 
in clean up the airports in controversy in Michigan? 

Mr. Ler. I would hope that it would, Senator Potter. 

Senator Porrer. I would hope so, too. 

Mr. Ler. There is very real need in the State of Michigan for 
airport improvement, and I would hope that this would go a long way 
toward meeting that need. 

Mr. Roruscuitp. You understand, Senator Potter, that the recom- 
mendations of the State aeronautics commission have to come prio 
to the allocation of funds. 

Senator Porrer. I realize that. 

I say that there was a knotty problem for all of us for a while, and 
I think that you folks handled it very well. 

The reason for my question is that I hope that we can alleviat 
questions of that kind in the future with these funds. 

















AUTHORIZED BOND 


ISSUES 





Senator HoLtuanb. I might state that when Secretary Weeks was 
appearing before the committee, I asked him to file with us a list. of 
communities that have sold bonds or authorized bonds of funds fro: 
other sources for au port development. 

The Secretary has filed that list which is now available to the com- 
mittee. It was so voluminous that I will not include it in the record 

ldo, however, have this résumé of the information contained, which 
would indicate rather conclusively that $9 million added by thi 
House committee would have to be applied in some selective way to 
a much greater field than that which is now available of communities 
that have tried to procure matching funds and have gone through 
various processes in the effort to qualify themselves for those matching 
funds. 

The résumé shows that 89 communities have authorized bond issues 
for airport development in the amount of $128,139,848. Of those, 53 
communities have already sold bonds in the amount of $51,436,357. 
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Twenty communities have authorized bonds contingent upon their 
being matched by Federal funds in the amount of $26,598,043. Two 
hundred and ninety-four communities in addition to those authorizing 
bonds have reported funds and land available for airport development 
in the total value of $33,830,878. 

The total available from bond issues, either already issued or ready 
to be issued, is $128,139,848, and the total available from sources 
other than bonds is $33,830,878 or a grand total of $161,970,726. 

[t would, therefore, appear that even if the $9 million increase went 
into effect, some selective process of some kind would have to be 
followed in distributing that amount among the very large number of 
communities who, to the extent of $161 million plus, have signified 
their willingness to cooperate in airport expansion. 


APPLICATION OF FUNDS 


Has the CAA determined how and in what communities, it would 
recommend the application of the $9 million increase granted by the 
House committee? 

Mr. Len. Mr. Chairman, at the request of the House committee, 
we worked up a document entitled “Feasible Project Levels,” which 
includes a tentative list of possible projects at levels of $11 million, 

$20,750,000, $31 million, $41,250,000, and $51,500,000. 

Senator HOLLAND. Now the $11 million was the budgeted amount. 

Mr. Les. Yes, sir. 

Senator Hottanp. That showed what you would do in the event 
that the Congress appropriated simply the budgeted amount. 

Mr. Lex. Yes, sir. 

Senator HotLtanp. Is that list contained in the House committee 
report or in the House record? 

\tr. Ler. It is in the House records, Mr. Chairman. 

Senator Hotuanp. All right. We will not put it in the record 
again, 

In the event $20 million were allowed, and that was the amount 
allowed by the House, did you supply a list showing what projects 
you would cover? 

\fr. Ler. Yes, sir. We submitted this exhibit which is in the ree- 
ords of the House committee, which does give a level of $20,750,000, 
which is slightly higher than the House allowance. 

Senator HoLuanp. Is that item in the House record? 

Mr. Lex. It is not printed in the record or in the testimony, Mr. 
Chairman. It is in their files. 

Senator HoLuanp. Well, it seems to me that it would be appro- 
priate and I ask you to comment, if you will, Senator Potter, to have 
a show in our record of the list showing what would be done in the 
event the $11 million were appropriated for this purpose and a list 
showing what would be done at $20 million. 

Senator Porrer. I think that would be very well. 

Senator Ho.ttanp. I request that that be inserted in summary by 
States, 


(The document referred to follows: ) 
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Federal-aid airport program—Distribution of $11,000,000 appropriation 


State Appertionment State Apportionment 
(\labama . $148, 422 | Oklahoma $149, 359 
Arizona 166, 769 | Oregon 5 
Arkansas 119, O91 | Pennsylvania 
California 185, 304 | Rhode Tsland 
Colorado 169, 560!) South Carolina 
Connecticut 60, 396 | South Dakota 
Delaware 11, 5384] Tennessee 
District of Columbia ; 21, 348 | Texas 
Florida 151, 205 | Utah 
Georgia 167, 279} Vermont 
Idaho 123, 360) Virginia 
[llinois , 993 | Washington 
Indiana 91, 361) West Virginia 
Iowa 12, O58 | Wisconsin 
ansas 156, 602 | Wyoming 
Iwentuecky 30, 138 | 
Louisiana 135, O06 | Total State appor- 
Maine 8, 474 | tionment 
Maryland 77, 960} Discretionary funds 
Massachusetts : $02 
\lichigan , 690 Total funds for con- 

Minnesota ele! tinental United 

Mississippi , 999 States : 10 
Missouri , 662 

Montana {9 ] Territory 

Nebraska 725) Alaska 100, O00 
Nevada », SOL | Hawaii 100, 000 
New Hampshire 26, 131 | Puerto Rico 100, O00 
New Jersey 38, 746) Virgin Islands 90, 000 
New Mexico , 960 
New York 32, 606 Total 550. 000 
North Carolina 0, 629 
North Dakota OOD Grand total __. 11, 000, 000 


Ohio 268, 221 | 
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Federal-aid airport program 


State 
Alabama 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware . 
District of Columbia 
Florida 
Georgia 
Idaho 
Lllinois 
Indiana 
lowa 
han 
Kentuekv 
Louisiana 
Maine . 
Marvland 
Massachusetts 
Michigan 
Minnesota 
Mississipp1 
Missouri 
Montana. 
Nebraska 
N ada 
New Hampshire 
New Jersey 
Ne W Mexico 
New York 
North Carolina 
North Dakota 
Ohio 


Sis 


Senator HoLuaNnp. The 


$20 million by States. 


Apportionment 


$278, 
313, 
223, 
911, 
318, 
113, 
ai, 
10, 
233. 


t, 


, 662 

3, 884 

, 246 

de 

, OSS 

, a9 1 
253, 533 
, osd 

1, 405 | 

+ 760 

, 030 

, 095 
225, B50 | 


1956 


State 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
VV yoming 


(20 
182 
646 
366 
{23 
$10 
660 
O91 
952 


140 


Total State appor- 
tionment 
Discretionary funds 


Total funds for con- 
tinental United 
States 





, 60 


53, 004 | 
, 683 | 
, 072 


767 | Territ 
Alaska 
Hawaii 
Puerto Rico 

do6 | Virgin Islands 


ry 


, 064 | 


329, 
201, 


203, 


744 | 
819 | 
982 | 
700} 


Total 


Grand total__ 
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-Distribution of $20,750,000 appropriation 


Apportionment 


$280, 487 


l 


, 031, 


310, 
634, 

12. 
180, 
219, 
266, 


709 
043 
386 
908 
O86 
135 
259 
941 
072 
675 


ood 
377 
Jal, 302 
251, 597 


—E 


239, 

$2, 
267, 
289, 
L158, 


, 000, 000 
5, 000, 000 


, 000, 000 


20, 


225, 000 
225, 000 
250, 000 

50, 000 


750, 000 


750, 000 


2 lists which I requested to be put in simply 
distribute the amount of $11 million by States, and the amount of 


Those two lists would have to comply under the law, would they 


not? 


Mr. Lei. 


BOND 


That is correct, sir. 


ISSUES 


Senator HotLtanpb. I am going to suggest also that the facts fur- 
nished us by the Secretary covering the communities which are offering 
to cooperate, both through bond issues and through other assets on 
hand and in cash, be summarized by States and placed in the record. 

(The document referred to follows: ) 
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Summary by States of communities that have bonds sold or authorized and funds 


Alabama 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware a 
District of Columbia 
Florida 

Georgia 

Idaho 

Ilinois 

Indiana 

lowa 

Kansas 
Kentucky 
Louisiana 

M iln 7 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 

M issouri. 
Montana 
Nebraska__- 
Nevada , 
New Hampshire-- 
New Jersey 

New Mexico 
New York. 
North Carolina. -- 
North Dakota_. 
Ohio : 
Oklahoma. _- 
Oregon ee 
Pennsylvania_ 
Rhode Island 
South Carolina. 
South Dakota 
Tennessee 

Texas 

Utah 

Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 

W yoming_. - 


United States totals. 


Alaska 

Hawaii-_-- 

Puerto Rico 
Virgin Islands__.. 


erritory totals 


Grand totals 


from other sources for airport development 


Unobligated 
authorized 
bonds | 


"$537, 383 | 
190, 000 | 
12, 033,000 | 
125, 000 | 


600, 000 | 


3, 350, 000 
100, 000 


, 597, 000° 
, 468, 058 


, 436, 000 

5, 504, 500 
273, 000 
177, 400 | 
275, 000 | 


, 825, 000 
135, 000 
, 882, 000 
164, 935 


250, 000 
17,000 | 
80, 400 

202, 000 

, 795, 000 | 


3, 438, 100 
2, 562, 000 
2, 710, 000 
7, 524, 000 
243, 000 | 
30, 000 


, 300, 000 
, 632, 149 


73, 923 
9, 000 


000 


, 848 


3, 000, 000 


3, 000, 000 


128, 139, 848 


Bonds sold 


a "$207, 383 | 


| 


| 


190, 000 | 
2, 018, 000 


125,000 | 


548, 567 | 


~~" 50, 000 
100, 000 


185, 5 0 


36,000 | 


750, 000 

13, 000 
177, 400 
275, 000 


700, 000 
135, 000 
, 000, 000 
64, 935 


17, 000 

80, 400 

37, 000 
9, 366, 000 | 


3, 438, 100 
12, 000 

2, 635, 000 
2, 067, 000 
243, 000 
30, 000 


350, 000 
3, 533, 149 


782, 923 
69, 000 


400, 000 


51, 436, 357 


"22° 900, 000° 


Bonds au- 
thorized 
only if 

matched 


$190, 000 


"125, 000° 


224, 108 


36, 000 


25, 000 


000 
935 
| 


7, 000 
2, 000 
000 


000 
2, 000 





000 | 
OOO | 


000 | 


000 | 
000 


0438 


Funds on 
hand from 
sources other 
than bonds 


$1, 358, 250 
129, 134 
167, 000 

6, 079, 802 
239, 505 
151, 750 
100. 000 


140, 900 
511, 500 
270, 000 
199, 000 
RM) 

353. 924 
328 

5, 142 

5, 00) 
5, 000 


33. 000 
1 
336 
Rem 
7, 600 
40) 
000 
O71 
697 


699, S73 


33, 830, 878 


Senator HoLtuanp. Your alternative program, as shown in the docu- 
ment, provided for our committee use, does not show as a feasible 
project for Federal aid with this program level the Coles County Air- 


port, Mattoon-Charleston, Ill. 


1 am told by Senator Dirksen, who is making this suggestion, that 
this is an important point for air traffic destined for a considerable 


area in southeastern Illinois. 


You show the apron and taxiway as an eligible project, but no provi- 
sion for Federal aid even under a $50-million program of grant-in-aid 


for airports. 
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] understand that the communities and the State feel that local prev- 
alence of crosswinds indicates a need for a second runway for which the 
Federal financing of half would come to another $75,000. 

Can you tell us for the record: What are the conditions of feasibility 
for the making of a grant for this airport? Also, what has to be done 
which has not now been done to make this field’s second runway eligible 
for aid? 

These two questions are asked at the request of Senator Dirksen. 


MATTOON-CHARLESTON AIRPORT 


Mr. Ler. Mr. Chairman, at the Mattoon-Charleston airport, we 
have received a request for paving the apron extension and for paving 
a taxiway involving a total of Federal funds of $59,500. 

The State aeronautics commission has not as yet forwarded us a re- 
quest for an additional runway. 

We will study such a request when it does come in and if it does 
appear to be of sufficient priority in relation to the other projects in 
Illinois, it would be included. 

Senator HoLtianp. Now, the first question is: Can you tell us for 
the record what the conditions of feasibility are for the making of a 
grant for this airport? 

Mr. Lee. The airport itself is eligible under our criteria, Mr. 
Chairman, so it becomes a point of how does this project stack up 
with the other airports in Illinois that request funds. For Illinois 
projects we receive requests through the State aeronautics commission, 
and we did not receive a request for a second runway. 

If we do not receive a request, naturally, we would not include it in 
the program. 

If we do receive a request, then it would certainly merit 
consideration. 

Senator Hottanp. Then it might or might not be included in the 
program, depending on the merits which you determine after study? 

Mr. Ler. That is correct, sir. 

Senator Ho.LLanpD. The first condition is the receiving of a request 
from the State aeronautics authority? 

Mr. Lee. Yes, sir. 

Senator Hotutanp. And the second is the question of determination 
of priority, in the event of such request being received, between this 
project and other projects in the State? 

Mr. Ler. Yes, sir. 

Senator HoLuanp. The second question is: What has to be done 
which has not now been done to make this field’s second runway 
eligible for aid? 

Mr. Ler. The first is to have a request filed by the State aero- 
hautics commission, and then we will see whether it could be included 
in view of the other Illinois projects submitted. 

Senator HoLianp. The second is the question of its survival or 
nonsurvival as compared with the total program in Illinois—a ques- 
tion of its relative need and priority. 

Mr. Leg. That is right, sir. 

Senator Hotuanp. Unfortunately, this room will be occupied by 
another meeting this afternoon. 
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We do have the room at 10 o’clock tomorrow morning. 

Two Senators have requested to be heard. If they are here, they 
will be allowed to be heard first. 

If you gentlemen are back at 10, we will reach you as soon as 
possible after that. 

The Assistant Secretary for Domestic Affairs also will be here 
tomorrow, and you will have to take your turn with him. 

We will recess to 10 o’clock tomorrow morning. 

(Whereupon, at 12:05 p. m., Wednesday, June 1, 1955, a recess was 
taken until 10 a. m., Thursday, June 2, 1955.) 
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THURSDAY, JUNE 2, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room F-82, 
the Capitol, Hon. Spessard L. Holland (chairman of the subcommittee) 
presiding. 

Present: Senators Holland, Smith, and Bridges. 

Also present: Senator Mundt. 


DEPARTMENT OF COMMERCE 
Civi AERONAUTICS ADMINISTRATION 


STATEMENTS OF LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR 
TRANSPORTATION ; GEORGE T. MOORE, ASSISTANT SECRETARY 
OF COMMERCE; OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; F. B. LEE, ADMINISTRATOR; J. H. TIPPETS, DIRECTOR, 
OFFICE OF FEDERAL AIRWAYS; A. 0. BASNIGHT, BUDGET AND 
FINANCE OFFICER; COL. J. F. TAYLOR, DIRECTOR, AIR 
NAVIGATION DEVELOPMENT BOARD 


OPENING STATEMENT BY CHAIRMAN 


Senator HoLLANp. The committee will come to order. 

Before we continue with the Civil Aeronautics Administration, | 
think I should summarize the situation as we left it yesterday. 

You have for the CAA, a total of nine items in the House bill. Of 
these, two are for the liquidation of contract authority which were 
allowed in full by the House. There was one, which was discussed 
to some extent yesterday, for grants-in-aid for airports, on which the 
House increased the budgeted amount in this bill by $9 million for a 
total of $20 million. 

As I understand it, you are accepting the House action on these 3 
items, leaving the other 6. Yesterday you presented two items on 
which you are appealing to the Senate for restoration of the amounts 
cut by the House: first, your appropriation items for operation and 
regulation, for which you asked $106,150,000, and the House allowed 
$103 million; and second, that for establishment of air navigation 
facilities for which the House allowed $18,500,000, which is four and 
a half million dollars less than the estimate, but more than $15 million 
more than the comparable adjusted figure this year. 
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You covered briefly your request for the restoration of $65,000 to 
the budget figure of $1,415,000 for maintenance and operation of the 
W ashington National Airport, for which the House bill would provide 
$1,350,000. 

So far you have not discussed your appeals for restoration of the 
2 items, 1 for Alaskan airport operations and the other for air naviga- 
tion development; I suppose you accept the other, the item which the 
House allowed in full for construction at Washington National Airport 


LIST OF COMMUNICATIONS STATIONS TO BE DISCONTINUED 


There has been much interest in your planned reduction of the inte: 
state airway communications stations and related facilities. 

We will insert in the record at this point the list of these which was 
provided to the members of the committee yesterday, so that they will 
be made known to all interested people. 

These two lists will be now placed in the record. 

(The documents referred to follow:) 


Civit AERONAUTICS ADMINISTRATION OPERATION OF FEDERAL AIRWAYS 


BUDGETED DISCONTINUANCE OF INTERSTATE AERONAUTICAL COMMUNICATION 
STATIONS, FISCAL YEAR 1956 


Region 1: Region 3: 
Glen Falls, N. Y. Bradford, Ill. 
Houlton, Maine Dodge City, Kans. 
Lebanon, N. H. Grand M: rais, Mich. 
Region 2: Grantsburg, Wis. 
Anderson, S. C. Lamoni, Iowa 
Anniston, Ala. Lone Rock, Wis. 
Cotulla, Tex. Ottumwa, Iowa 
Dyersburg, Tenn Pellston, Mich. 
Kk] Dorado, Ark. Philip, S. Dak. 
Evergreen, Ala. Region 4: 
Hickory, N. C. Douglas, Wyo. 
La Grange, Ga. Drummond, Mont. 
Marianna, Fla. Dubois, Idaho 
Mineral We lis, Tex. Gooding, Idaho 
Vero Beach, Fla. Livingston, Mont. 
Walnut Ridge, Ark. Whitehall, Mont. 
Winnemucca, Nev. 


Crivinr AERONAUTICS ADMINISTRATION OPERATION OF FEDERAL AIRWAYS— 


O. & R. 1956 
FACILITIES AFFECTED BY THE HOUSE REDUCTION 


A. Existing facilities to be decommissioned 
1. Interstate serenanctinal communications stations (30): 


Asheville, N. C. Hill City, Kans. 
Brunswic k, Ga. Hoquiam, Wash. 
Butler, Mo. Jackson, Mich. 
Chadron, Nebr. Joliet, Ill. 
Crossville, Tenn. Long Beach, Calif. 
Dalhart, Tex. Lumberton, N. C. 
Eagle, Colo. McAlester, Okla. 
Elizabeth City, N. C. Minot, N. Dak. 
Findlay, Ohio Montpelier, Vt. 
Front Royal, Va. Newark, N. J. 
Galveston, Tex. Pine Bluff, Ark. 
Gladwin, Mich. Poughkeepsie, N. Y. 
Goshen, Ind. Rocky Mount, N. C. 
Grants, N. Mex. Selinsgrove, Pa. 
Hanksville, Utah Wheeling, W. Va. 
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Precision approach radar (6): 
\tlanta, Ga. Newark, N. J. 
Boston, Mass. New York (International), N. Y. 


Minneapolis, Minn. Philadelphia, Pa. (operating on test) 
\irways light beacons (429): 

Locations undetermined. Affects half of continental United States total. 
Intermediate fields (44): 

Locations undetermined. Affects half of continental United States total. 


_ New facilities and services to be deferred beyond fiscal year 1956 
\irport traffic control towers (4): 
Casper, Wyo. San Angelo, Tex. 
Moline, Ill. Shreveport (downtown), La. 


Distance measuring equipment (213): 
Equipments planned at— 
VOR sites........ 
ILS sites__- 


Total__ 


Fan markers (2): 
Gilpin, Ariz. Tucson, Ariz. 
Instrument landing systems (6): 
Beaumont, Tex. Muskegon, Mich. 
Lexington, Ky. Toledo, Ohio 
Little Rock, Ark. Utica, N. Y. 
Standby engine generator (1): 
Honolulu, T. H. (center) 
Precision approach radar (12): 
Anchorage, Alaska Oakland, Calif. 
Dallas, Tex. Pittsburgh, Pa. 
Detroit, Mich. Portland, Oreg. 
Houston, Tex. San Francisco, Calif. 
Indianapolis, Ind. Seattle, Wash. 
Kansas City, Mo. St. Louis, Mo. 
Compass locators (12): 
Two each at ILS listed in paragraph 4 above. 
‘. Remote receiver (1): 
Duncan Canal, Alaska 
9, Remote transmitters (2): 
Duncan Canal, Alaska Moline, Il. 


10. VHF direction finder equipments (29): 
Anchorage, Alaska Kansas City, Mo. 
Baltimore, Md. Long Beach, Calif. 
Birmingham, Ala. Louisville, Ky. 
Buffalo, N. Y. Memphis, Tenn. 
Burbank, Calif. Miami, Fla. 
Charleston, W. Va. Nashville, Tenn. 
Columbus, Ohio New Orleans, La. 
Covington, Ky. New York (International), N. Y. 
Denver, Colo. Norfolk, Va. 
Detroit, Mich. Oakland, Calif. 
Fort Worth, Tex. Philadelphia, Pa. 
Honolulu, T. H. Salt Lake City, Utah 
Houston, Tex. St. Louis, Mo. 
Indianapolis, Ind. San Francisco, Calif. 
Jacksonville, Fla. 
Radar inbound and departure control (15): 
Boston, Mass. Milwaukee, Wis. 
Chicago (Midway), II). Newark, N. J. 
Chicago (O’Hare), Il. New York (International), N. Y. 
Cleveland, Ohio New York (La Guardia), N. Y. 
Detroit, Mich. Philadelphia, Pa. 
Houston, Tex. Pittsburgh, Pa. 
Indianapolis, Ind. St. Louis, Mo. 
Kansas City, Mo. 
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12. Increased speed—service B teletypewriter 
Increased speed from 75 to 100 words per minute on the nationwide seryjce 
B teletypewriter network which is used for the transmission of air traffic 
control information. 


Senator Hotuanp. Mr. Lee, have you finished with the Washing- 
ton National Airport items or do you have something to add to them? 

Mr. Ler. Mr. Chairman, I would like to briefly testify in support 
of the appropriation, “Maintenance and operation of the Washington 
National Airport,” and then turn to the two remaining items, which 
are ‘“‘Maintenance and operation, public airports, Territory of Alaska,” 
and ‘‘Air navigation development.”’ 


MAINTENANCE AND OPERATION OF THE WASHINGTON NATIONAL AIRPORT 


First, on the operation apd maintenance of the Washington National 
Airport, we are requesting restoration of $65,000 to the figure o| 
$1,350,000 allowed by the House. This does not involve putting on 
any additional people or any additional employment. 

Of this $65,000, $45,000 is for mandatory costs incurred unde: 
Public Law 763 of the 83d Congress. The remaining $20,000 is fo: 
the increased cost of sewage disposal, which is paid to Arlington Coun- 
ty, Va., and for increased consumption of electricity, for the new 
baggage room and the new finger-gate structure which is now in opera- 
tion at the airport. 

Senator HoLLanp. What is Publie Law 763? 


FRINGE BENEFIT LAW 


Mr. Les. That is the so-called fringe benefit law. It involves trans- 
ferring some of our CPC emplovees to Wage Board rates. 
Senator HoLuaANnpb. In other words, it is a matter of raised salaries 
or fringe benefits. 
INCREASED WORKLOAD 


Mr. Ler. That is correct, sir. In addition, there are a few mino: 
maintenance items required to keep the airport in condition. The 
airport has an increased workload; in fact, in the last 5 years thi 
number of passengers handled has increased by 49 percent. 

In calendar 1954, we had 3,100,000 passengers handled by the 
airport, and in the first 3 months of calendar 1955, we are already) 
21 percent over calendar 1954. 

The increased use of the airport requires increased maintenance and 
police activities and we are only able to handle these increased ac- 
tivities by fully utilizing the available staffing which is 266 positions 

The maintenance projects which we have are those required to 
prevent deterioration of the lighting, the hangars and of the pave- 
ment in the hangars principally, and if this work is not done at the 
present time it may mean more expensive repairs at a later date. 

That, very briefly, Mr. Chairman, covers the restoration requested 
on the maintenance and operation, Washington National Airport. 
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SUPPLEMENTAL WASHINGTON AIRPORT 


Senator HoLtuanp. You have not gone ahead in the earlier plans 
for the construction of the supplemental airport to serve the capital 
area? 

Mr. Ler. No, sir; we have not. There has been a meeting of a 
committee, consisting of the Director of the Bureau of the Budget, 
the Secretary of Commerce, and the Secretary of the Air Force, repre- 
senting the Secretary of Defense. 

This committee reached an agreement as to the future plans of the 
administration for the airport project in the Washington area. 

Senator HoLLanp. Is that agreement available to be filed in these 
hearings? 

Mr. Roruscuiztp. It has been made public. We will be happy to 
make a copy available to you. 

Mir. Ler. Here is a copy of the press release from the White House 
which includes that agreement, Mr. Chairman. 

Senator HOLLAND. It will be filed in the record. 

The document referred to follows:) 


THe Wuitre House 


WHITE HOUSE TODAY MADE PUBLIC THE FOLLOWING MEMORANDUM TO THE 
PRESIDENT 
Marcu 16, 1955. 
Memorandum for the President. 
Subject: Report of the Presidential Advisory Committee to consider an additional 
Washington airport. 


Your Committee has agreed that the Federal Government can and should, 
thi 


iin the framework of existing policy, take a number of immediate and con- 


structive steps designed to alleviate congestion at the Washington National 
\irport. A list of such steps is appended. They will relieve the immediate con- 
gestion. We recognize they may not be a long-term solution. The Committee 
has closely examined the feasibility of using Friendship Airport to supplement 
he capacity of the Washington National Airport. We believe that Friendship 
could serve as a supplemental facility for this purpose for some time, even though 
we recognize that it may not provide the best long-range solution of Washington’s 
airport needs. 

If the residents of this area find that, for their maximum convenience, the most 
desirable solution would be a separate new airport located in relation to the spe- 
cific requirements of Washington traffic, the Federal Government will participate 

the development of plans and in the financing of such an airport. The balance 
of the cost should be financed in the same manner as in all other civilian airport 
construction in the continental United States—i. e., by the affected communities 
and the air transport industry. 

If the foregoing recommendations have your approval, your Advisory Com- 
mittee suggests that they be publicly announced, perhaps by authorizing the 
release of the above report. Simultaneously, an invitation should be extended to 
officials of State and local governments in this area to discuss with officials of the 
Department of Commerce problems of local and industry financing of construction 
of a second airport if the communities so desire. 

Funds will be sought to accomplish maximum utilization of the existing Wash- 

ton National Airport by more than one-third increase in gate positions, sub- 
stantial improvements in baggage handling facilities, expansion and modernization 
of fueling facilities, improved runway and taxiway lighting, and expanded and 
repaved parking areas. 

\s many adjustments as are militarily feasible will be made in the operations 
of neighboring Bolling, and Anacostia airfields including the closer regulation of 
instrument landings whenever the weather imposes instrument conditions on the 
Washington National Airport. 

Washington National Airport will be relieved of all Government flights except 
those of high rank and urgency. 
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Everything practicable will be done to provide facilities at Washington Na- 
tional Airport to accommodate the expanding airline industry. To that end the 
Government will provide an additional hangar for use by airlines. 

Long-range plans will be developed to determine the feasibility of relocating 
all flight activities presently conducted at Bolling and Anacostia. 

In the interest of flight safety, the Government will undertake to designate a 
high density control zone in the Washington terminal area, and prescribe therein 
special requirements for the safety and efficiency of flight operations. 

In the use of airspace, all affected branches of the Government, both military 
and civilian, will cooperate with civil aviation in the Washington terminal area 
in every way possible without impairment of essential military and vital Govern- 
ment. operations. 


MAINTENANCE AND OPERATION OF PUBLIC AIRPORTS, TERRITORY 
OF ALASKA 


Senator HoLLanp. You may proceed. 

Mr. Ler. The next item is “Maintenance and operation of public 
airports, Territory of Alaska.”’ 

Under this heading, we are requesting a restoration of $150,000 to 
make a total appropriation of $750,000. This matter is covered on 
page 26 of the appeal to the Senate from the allowances of the House. 

This item of $150,000 which we request to be restored consists 
again of one item of $15,000 for mandatory costs under Public Law 737 
ind Public Law 763 of the 83d Congress. 

Again, these involve the change in certain wage rates and _ the 
allowance of certain fringe benefits to the employees. 


‘ 
$ 
‘ 


UTILITY COSTS 


Secondly, there is an item of $135,000 for utility costs. This we 
are requesting in order to enable the Government to buy the electric 
power and to operate the heating plant and resell electricity and heat 
to the tenants at a profit. 

We feel that this is a long-term economy on the part of the Govern- 
ment since we expect a $40,000 profit per annum from this $135,000 
expenditure. 

In short, we expect to receive back $175,000 in electrical and heating 
fees from the tenants. 

At present, this is being handled in a very uneconomic way. 

We have certain arrangements with the tenants to reduce their rents 
and enable them to contribute to the heating and electrical services 
which they receive. 

Senator HoLtuaNnp. I notice you refer in your justification only to 
the airport terminal buildings at Anchorage and Fairbanks, to the 
problems found there. Does that indicate that you have no problems 
in other terminal facilities, such as those at Juneau? 

Mr. Ler. At Juneau, Mr. Chairman, the field which was at one 
time operated as an intermediate landing field by the CAA has been 
turned over to the city of Juneau and the Territory of Alaska. That is 
their responsibility at the present time. The only two terminal air- 
ports that we operate in the Territory at the present time are Anchor- 
age and Fairbanks. 

Senator HoLLtanp. The activities of some of these other airports 
are very great. I have personally been at the one at Juneau, the one 
at Ketchikan, and the one at Kodiak. I know that there are a good 
many activities at all those places. 
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Do you mean that the CAA has no direct relation to those 
operations ? 

Mr. Lev. | would like to ask Mr. Tippets, head of our Federal 
Airways Systems to comment on those three places. 

Mr. Trprets. At Annette Island, the airport which serves Ketchi- 
kan, we operate the field but do not have a terminal building, as such. 
We operate our communications facilities and our navigation aids 
from a section of the hangar which was left surplus by the military 
at the close of World War IT. 

At Kodiak, the civil flying is from the military air base. Our 
facilities are on an island known as Woody Island, adjacent to Kodiak. 
It is a control point and we operate a communications station and 
other navigational aid facilities there. 

Senator HOLLAND. You mean you use the naval air base? 

\lr. Tippets. The civil operators use the naval air base at Kodiak 
for their terminal operations, the remainder of the locations in Alaska, 
such as McGrath, Nome 

Senator Hottanp. What about Juneau? There is quite a 
wtivity there. 

Mr. Trppets. Juneau is a city airport now and the terminal 
building is owned and operated by the city, and I think they have a 
jomt support arrangement with the Territory of Alaska. We have no 
responsibility for the terminal at Juneau. The landing field and 
concession arrangements with the operators are negotiated between 
the city and the Territory, not with the CAA. 

We do not own the terminal building at Juneau. 


lot ot 


Senator HoLtanp. You do perform the navigational controls? 

Mr. Tippers. Yes, sir, we have a system throughout the Territory 
of Alaska used by the military and civil flyers just as we have in the 
United States. 


WeratrHer BurREAU 
HURRICANE WARNING FUND-—S. 1932 


STATEMENT OF HON. WILLIAM A. PURTELL, A UNITED STATES 
SENATOR FROM THE STATE OF CONNECTICUT 


APPROPRIATION AUTHORIZATION 


Senator HoLLANb. This morning the committee welcomes our 
colleague, Senator Purtell of Connecticut, who appears in support of 
a bill, S. 1932, which he has introduced and which has been referred 
to this committee. 

Senator Purtell’s proposed bill is similar in purpose to the Fogarty 
amendment for the Weather Bureau, which was adopted on the floor 
of the House in the consideration of H. R. 6367 by that body. It 
provides for the operation of an emergency hurricane warning system 
by the Weather Bureau. 

Senator Purtell’s bill proposes an appropriation of $5 million for 
this purpose, as compared with $2,250,000, provided by the Fogarty 
amendment, 

Wil you proceed with your statement, Senator Purtell? 

Senator Purretut. 1 am sorry that 1 am late. I appreciate the 
opportunity you are giving me now of presenting such evidence as | 
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have on the bill that I suggested for a hurricane warning system. | 
thank the gentlemen for deferring to me while I get this into the 
record. 

Mr. Chairman, I want to present some of the many reasons why 
in my opinion it is imperative that the sum of $5 million be appro- 
priated to provide for the establishment of an emergeney hurricane 
warning system as provided in S, 1932, a bill which ‘T introduced in) 
the Senate and which is identical to a bill introduced Mareh 28, 1955 
in the House of Representatives by Congressman James Patterson 
from the Fifth Congressional District of my home State of Connecticut, 

I believe Congressman Patterson deserves the thanks of all of the 
people of this country for his zealous efforts in behalf of an improved 
hurricane warning system that can be of untold benefit throughout 
the thousands of miles washed by the Gulf of Mexico and the Atlanti 
Ocean. I live in one of the many States in the so-called Hurricane 
Belt, and I have witnessed the property destruction and have talked 
with those who have witnessed the human destruction brought abou 
by hurricanes, and much of these losses might have been avoided 
with adequate storm warning protection. I well remember the great 
losses of life and the huge property damage from the overpowering 
hurricanes that struck the Northeastern portion of our country in 
1938 and 1944, and you gentlemen know of last vear’s hurricanes 
Carol, Edna, and Hazel, which eclipsed all records for losses in thy 
United States. 

Mr, Chairman, I talked with people who were in the hurricane bel; 
whose property was damaged or in some cases completely destroyed 
It was tragic to learn from them that adequate warnings would hav: 
permitted them to save much of their personal property, but mor 
importantly might well have prevented the loss of any life. 

As you are aware, the Federal Government supplied and properly 
so— substantial sums for emergency needs in the areas affected by 
destructive hurricanes. I cannot help but idle that if a small 
portion of that sum had been used for effective hurricane warning tli 
destruction would have been substantially less. We are informed by 
those expert in the weather science that we must reconcile ourselves to 
other like destructive hurricanes in the future. 

We are informed that we are in the belt, Mr. Chairman. There is 
not much we can do at the present time. We, at the present tim 
lack the knowledge or the means to either control or direct the pat! 
of hurricanes. I hope that the time is not too far distant when science 
will supply us with the means to dissipate or to direct the course of 
hurricanes. But at the present, and for some time to come, unfor' 
nately, there is only one course we can take to reduce the destructio! 
of both life and property of these storms and that—in my opinion 
we should take, and take immediately. 


SYSTEM OF STORM WARNING SIGNALS 


Gentlemen, the means available to us is a system of adequate storm 
warning signals so that those in the paths of these hurricanes and othe! 
destructive storms may be forewarned and thereby prepare for them. 

| have had people tell me on the coast of Connecticut that had thes 
had more adequate warning they could have removed much of thei aaine 
personal property from the affected areas and have saved substantial F i 
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sums for themselves and, in total, it would have amounted to a great 
deal. 


HOUSE ACTION 


The need for adequate storm warning protection has been recognized 
by many in both Houses of Congress. Bills similar in intent to mine 
were before the House of Representatives, and on May 24, 1955, the 
House voted a sum of $2,250,000 in addition to their regular budget, 
and | might say a budget which, in my opinion, is inadequate for the 
Weather Bureau. 

This 2% million was to be used exclusively for the operation of an 
emergency hurricane-warning system as I understand it. If I 
thought for one minute that the sum of $2,250,000 voted by the 
House was sufficient to meet the costs of—not an elaborate—but an 
adequate storm-warning system, | would not appear before you today. 
\s a matter of fact, I am not sure, Mr. Chairman, whether 5 million 
or 20 million would be required to establish a completely effective 
hurricane-warning system, but information supplied by me ‘teorologists 
and those expert in the weather sciences convince me that a minimum 
of $5 million is necessary and I cannot help but compare the reasonable 
request of $5 million for adequate storm warnings with the loss from 
hurricanes of 1954 of over 850 lives and of a billion dollars of property 
damage. Now, of course, storm warnings could not prevent all of 
that property damage ~“ perhaps could not even have prevented 
the loss of all the lives, but 1 do know that adequate storm warnings 
would have prevented a substantial portion of those losses in personal 
property, and | cannot help but believe that it would have sub- 
stantially reduced the human loss. I do know that in the hurricane 

Carol on August 31, 1954, a loss of 19 lives and over $500 million 
as was caused, much of which could have been avoided by 
adequate storm warnings. 

Gentlemen, as Congressman Fogarty stated in the House, today the 
general effects of hurricanes on wind velocity and tides are known. 
Hurricanes can be traced from their point of origin and warnings given 

» those endangered. But to do this, the Weather Bureau must have 

sufficient manpower and suitable facilities. The Weather Bureau now 
definitely does not have the staff or the facilities to provide modern or 
reasonably adequate hurricane-warning service along the entire coast- 
line from Maine to Texas, not to mention the sparse facilities now 
available to warn the public promptly about other severe storms like 
blizzards, cold waves, and tornadoes, such as we read about only a 
fow ds avs ago. 

LACK OF WEATHER BUREAT PERSONNEL 


The Weather Bureau, as a matter of fact, today, and this is most 
significant, Mir. Chairman and gentlemen of the committee, are operat- 
ing with 1,000 fewer weathermen than they had in 1949, even though 
aviation and general weather services requirements and the need for 
nformation on weather conditions have increased to the highest level 
ever reported. Many of the Weather Bureau offices, because of lack 
of funds, have been open only part time and these storms do not come 
at any regular time. More than 100 Weather Bureau stations have 
been closed since 1947. In 1949 the Weather Bureau had 29 percent 
more full-time employees and 27 percent more first order stations than 
it had in 1925. 
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Gentlemen, the $5 million requested in my bill is, in general, to pro 
vide staff sufficient to keep Weather Bureau offices open 24 hours a day 
in at least 10 coastal cities from Maine to Texas where existing Weather 
Bureau offices are now open only part time. 

To provide technically trained staff sufficient to reopen Weat 
Bureau offices in 5 coastal cities from Maine to Texas where forme rR 
existing Weather Bureau offices have been closed. 

To operate special teletypewriter, facsimile, telephone, and radio 
networks for the prompt relay of meteorological information used i; 
forecasting hurricanes and major storms, and used for instantaneous 
distribution of hurricane warnings and alerts to all areas and citize: 
concerned. 

We, in Connecticut, know from firsthand experience, how important 
it is that we have that type of warning. That is true I am sure in all 
those affected areas from the Gulf of Mexico right up to the northern 
part of Maine. 

ADDITIONAL RAWINSONDE STATIONS 


To provide staff and observing equipment to operate 12 additiona 
rawinsonde stations in the United States east of the 100th meridia: 
and in other selected land areas adjoining the Gulf of Mexico, Carib- 
bean Sea, and western Atlantic Ocean; and to provide staff and 
supplies at existing rawinsonde stations to take required upper air 
observations at 6 hourly intervals instead of at 12 hourly interval 
during the hurricane season. 

To provide additional weather observations during storm. periods 
from merchant ships traversing the western Atlantic Ocean, Carib- 
bean Sea, and the Gulf of Mexico. 

To provide additional forecasters, additional meteorological chart 
men, and additional communicators to provide around the elock 
hurricane forecasting watches at each of the following six hurrican 
forecast centers: Boston, New York, Washington, Miami, \. 
Orleans, and San Juan. 


HIGH-WATER WARNING SERVICE 


To establish an improved high-water warning service in orde! 
inform coastal areas of approaching high storm tides, damaginy 
waves, and other coastal inundations from abnormal water levels at 
floods associated with hurricanes and heavy coastal rain storms 

To provide meteorological staff and facilities for emergency nee 
ricane warning centers and for mobile storm-warning squads to suj 
plement the local Weather Bureau staffs during the intense activity 
accompanying the approach and passage of hurricanes and majo 
storms; and afterward to survey and review (a4) the quantity an 
quality of hurricane reports, alerts, and forecasts, (0) the times, places, 
and amounts of hurricane information distributed by all news media 
(c) the protective action taken by all concerned, (d) and the types an 
amounts of hurricane damage incurred. 

To establish cooperative arrangements to provide observation data 
similar to that provided by an ocean weather station. 
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PROGRAM 





INFORMATION 





PUBLI¢ 








To carry out a cooperative private and governmental public in- 
formation program involving important aspects of hurricane alerts, 
hurricane Warnings, the changing characteristics of moving hurri- 
canes, and the precautions that should be taken by citizens in the 
forecast path of future hurricanes to save lives and property, and to 
provide such other means as may be necessary for proper hurricane- 
warning systems and their operation. 

\ir. Chairman and gentlemen of the committee, I attended a 
meeting this morning of the Senators from the Northeastern part of 
our country and they all endorse this bill. I believe you will hear 
from the distinguished Senator from Rhode Island in reference to an 
appropriation for these hurricane-warning systems but I cannot im- 
press upon you, Mr. Chairman and members of this committee, too 
strongly how important it is for the saving of life and certainly for the 
saving of property that we at least have adequate means to warn our 
people of these hurricanes that at the present time we have no way of 
avoiding except by being properly warned. 




























OF MANPOWER IN WEATHER BUREAU 





LACK 


Senator BripGes. Senator Purtell, in your judgment, what is the 
most serious breakdown in service—or reason why they have not been 
warned properly up until now? 

Senator Purte.i. Lack of manpower in the Weather Bureau along 
the eastern coast and down into the gulf coast. 

| understand from the Weather Bureau that they have to, in times of 
emergency, fly people from other parts of the country to try to man 
these stations that should be manned 24 hours a day in this area. It 
is a deplorable situation, Senator. 
Senator Brinces. How much would it cost to maintain them 24 


hours a day? 
Senator Purre ty. Unfortunately, the Senator was not here when 


[ started to outline the proposed plan which is meager and should be 

















more extensive. 

Senator Bripges. I believe in adequate staffing, and I believe in 
what you are trying to do. It has been my experience, however, not 
only with the Weather Bureau but with other agencies, that manpower 
alone does not determine the results. 

Senator Purreti. That is correct. And there is provision made in 
other pending legislation for additional equipment for use by the 
Weather Bureau. This is to meet this particular situation of a hurri- 
cane-warning system, and I might suggest, if I may, without being 
too presumptuous, that in view of what we have seen happen in a 
tornado area within the last week, that it might very well be that we 
should establish also a very adequate—because certainly it was 
insufficient apparently—storm tornado and blizzard-warning systems 
also. 

| can think of no way in which we can spend our money more 
wisely than to help the people in this country meet these conditions 
that they cannot control otherwise. 
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Senator Bripces. I agree with you. I have been wondering jj 
through more modern equipment rather than just manpower alo; 
we would find the solution. 










ADDITIONAL 


No. May I say to the Senator that the pro. 
posal that I am making would include research work which is most 
necessary, some additional equipment which will be necessary. j) 
these stations, which have been abandoned and should be reopene 


or which are being operated only part time. That is part of a complet; 
picture. 


May 
job. 


EQUIPMENT AND RESEARCH WORK 












Senator PURTELL. 








I sav, Senator, 


that I am not sure that $5 million will do this 
It may take 


$20 million. But I do believe that ,$5 million wil! 
give us a start on the program that may develop into the proper. 
necessary storm-warning system that we must have. 

Senator BripGes. In years past, when we have been attempting 
to cut down appropriations here for some of the Government agencies 
I have been one of those that have actively taken a part. 1 recall 
that, at one time, | was offered an amendment to cut down on thy 
Weather Bureau funds in some respects, and the first place that cut 
was applied was in New Hampshire. We have experienced that, 
some of us on this committee who have tried to iron out things ove 
the vears. I want to be sure of what we are doing. 

[ am completely in accord with you on the necessity of better 
warning systems. [am not sold completely that it is entirely lack 
of manpower that does it; I think that is always the favorite excus 
of any covernmental agency. 

» | wonder if, combined with more modern methods and pe rhi ups 
dicen research and development, the Weather Bureau can deve ‘lop 
perhaps a more ade ‘quate, more effective system of warnings. 

Sanaa Purre ty. That is the intent of the bill that I propose, 
Senator. May [say this to you: that the $5 million requested in my 
bill goes in general to provide staff sufficient to keep Weather Bureau 
offices open 24 hours a day in at least 10 coastal cities from Maine to 
Texas where existing Weather Bureau offices are open only on a part- 
time basis. That is lack of manpower, Senator. To provide tech- 
nically trained staff sufficient to reopen Weather Bureau offices in five 
coastal cities from Maine to Texas where formerly existing Weather 
Bureau offices have been closed. That is lack of manpower, Senator. 

To operate special teletypewriter, facsimile, telephone, and _ 
network for the prompt relay of meteorological information used i 
forecasting hurricanes and major storms, and used for instantaneous 
distribution of hurricane warnings and alerts to all areas and citizens 
concerned. That requires equipment as well as manpower so that this 
meteorological information used in forecasting hurricane and major 

storm warning can be sent out. That is manpower. 































REDUCTION 





IN MANPOWER 





SINCE 1949 












| am making no defense of the Weather Bureau. This is a request 
that this money be specifically earmarked for hurricane-warning sys- 
tem, but may I point out that the information I have is that there 


has been a decrease of, | think, 1,000 in employees in the Weather 
Bureau since 1949. 
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Senator Brinces. May I point out, Senator Purtell, that this com- 
nittee and the Senate have always attempted to be very fair and 
reasonably generous with the Weather Bureau and that in each of the 
last 2 years, we restored items, I believe, that were cut by the other 
branch of the Congress to the Weather Bureau attempting to build 


t up 


Inge | 


alon: 


24-HOUR SERVICE 


But the Senator from New Hampshire—who was then chairman of 
the committee and of the subcommittee, too—believes that certainly 
vou should have 24-hour alert on key Weather Bureau stations, and 
| did not realize that even with the restorations we are making that 





only part of the 24 hours. 


of the Weather Bureau is most complete. I cannot nor do I attempt 


coast, we had loss of lives. 
and in my opinion many, if not all, could have 
adequate Warnings. 


little notice that they had no opportunity to get out their clothing, 
could have moved their things out. 


warned. 
Senator Bripces. What you are asking for specifically is not 


vears? 


to read it to you. It is a very short bill. 
Senator BripGces. | have it before me. 


amended if you feel it should be more specifie 


record? 


OF BILL 





TEXT 





Senator PurtTELL. I would like very much to, if I might; and 
appreciate your suggestion. 
(The bill referred to follows:) 


they were running at least some of the key Weather Bureau stations 
Senator Purre i. [ would say, Senator, that my lack of knowledge 


to defend their request for appropriations. I know nothing about it. 
| do know this, Senator: that because we did not have adequate hur- 
ricane Warnings in my part of the country and all along the eastern 
We had 19 people who lost their lives 
been saved with 


[ had people tell me on the coast of Connecticut that they had such 


much less household effects; we had knowledge that we could have 
civen those people if we had adequate facilities to do so that they 
There would have been house 
destruction, but much personal property could have been saved. 
But, more than that, these human lives might well have been saved. 
| would dislike thinking that now that we recognize the situation 
that we might have some loss of life in the future because we did not 
provide a few million dollars so that these people could be adequately 


eneral increase for the Weather Bureau. You are asking specifically 

r funds to be appropriated to staff adequately key We ather Bureau 
peste in the hurricane area to meet the threat which is over this 
area and from the lack of which we have suffered in the last couple of 


Senator Purtett. May I say to the Senator that my bill is not 
specifie in the way in which the money shall be spent, but the purpose 
for which the money shall be spent is spelled out and I should like 


Senator PurTe.y. It says here, and I would be glad to have it 


Senator HoLLaNnp. Would you like to have the bill placed in the 
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[S. 1982, 84th Cong., 





Ist sess.] 


A BILL Making an appropriation for the operation of an emergency hurricane warning system 
Weather Bureau 





Whereas hurricanes are causing the 
along the eastern coast of the United States with increasing frequency; 
Whereas it has thus become necessary 
lives and property of persons residing in such States by means of ascertain; 
and disseminating more precisely and at an earlier time information as to expe, 
wind speeds, water levels, and the times and paths of hurricanes: Therefor: 
Be it enacted by the Senate and House of Representatives of the United States 
America in Congress assembled, That the sum of $5,000,000 is hereby appropr 
out of any money in the Treasury not otherwise appropriated, to be expended | 
the Secretary of Commerce, through the Chief of the Weather Burean 
operation of an emergency hurricane warning system by the Weather [i 
in order to provide more precise information, alerts, and warnings of futur 
hurricanes which may strike the States along the east coast of the United Stat 
Such sum shall be immediately available and shall remain available until 


Senator PurTE.LL (reading): 


al 


1) 
il) 
eXper | 


* * * in order to provide more precise information, alerts, and warning 
future hurricanes which may strike the States along the east coast of the U: 
States * * *, 


I thank you very much, Mr. Chairman, for allowing me to come |i 
to discuss this. 
Senator Hottanp. Thank you for your presentation. 















LOSS OF LIFE IN FLORIDA 





HURRICANES 











May I inject a word. I suspect that throughout the vears my ow: 
State has more frequently suffered from hurricanes than any othe: 


and certainly it has suffered graver loss of life. We lost 300 lives in 
1 catastrophe in 1926 and 2,200 in 1928, and I do not remember the 


number that we lost at the great Matecumbe disaster when a whol 
camp of veterans was practically wiped out. 

We have found that the hurricane warning service which has been 
extended by the Nation very generously to our State and to our area 
has been most helpful. [ do not know to what degree that same 
service is helpful up the coast, but I certainly would not want to hav 
other citizens menaced by hurricanes receiving any less protection 
and assistance than are we. 

I do understand that there is much more involved than just ai 
increase of the Weather Bureau facilities. We have, for instance, : 
very intensive action organization within our State of citizens and 
then we have a quite thoroughly interwoven communications group 
of shortwave operators and the like, and then all the radio stations 
and television stations cooperate by carrying periodic bulletins and 
the people themselves, by reason of the too frequent recurrence of 
these hurricanes, are very much on the alert whenever a hurricane ts 
approaching, which is generally known several days in advance. 

I suspect that in the areas that have been more blessed in the past 
than we have been in this regard, people have not, by reason of thei 
disasters in the last 2 or 3 years, gone so far as they will go later in the 
organization of their own citizens to use the warnings 
advantage. 

Certainly it is true that when the warnings are given, and when 
they are disseminated thoroughly, much loss of life can be avoided: 
as we have successfully avoided heavy loss of life in each of the last 
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everal hurricanes that have hit our State; and very great saving of 
property may be accomplished likewise. 

Now. there is no reasonable limit to which I would not want to go 
i» extend exactly the same degree of protection to others, but I would 
vant to know first what the recommendations of the Weather Bureau 
itself are in this field, beeause they are the people who have a much 
better grasp than I could have or T think any layman can have as to 
vhat can be done and what needs to be done. 

Does the distinguished Senator have recommendations from the 
Weather Bureau itself in this field? 


RECOMMENDATIONS FROM METEOROLOGISTS 


Senator Purrety. The recommendations that I have are from 
meteorologists and I would assume that the Weather Bureau has 
cnowledge of the recommendations I made. 

As you know, my bill is not specific as to the type of weather warn- 
ng system that we should have. I will say that I am informed that 
he Weather Bureau feels that this $5 million is necessary. I believe 
one of my staff had a conversation this morning and I am sure if you 
inquire from the Weather Bureau that the information that I have 
civen you will be substantiated. 

May I say, sir, that we have not been free, of course, from hurricanes 
in New England but they have not been frequent. We had them 100 
years ago and 50 years ago, but the degree of frequency is such that 
we have been alerted and our radio stations have been alerted. 

The first hurricane of 1938 alerted us. We set up warning stations. 


We must have the information given by the Weather Bureau in order 
to have the radio stations enunciate what should be done. 

Senator HoLuanp. We all stand together in this field and the only 
question is what can be done justifiably and constructively; I am sure 
that we will invite from the Weather Bureau an expression in this 
field 


TRIBUTE TO GRADY NORTON 


May I say that the number of personnel available to do this very 
difficult work is, as I understand it, quite limited. 1 remember that 
there was not a sufficient number of substitutes for the head of the 
warning service in Miami. He had to serve on an almost round-the- 
clock basis during the hurricane season. He died of a heart attack 
right in the middle of the season last year. I do not think there has 
been any public servant as greatly lauded, by editorials and by the 
veneral public, in our State as was Grady Norton, the one who I 
believe gave his life in this very heavy service. 

| think that the question of availability of personnel and of the type 
of setup that would be effective—all those things, would necessarily 
have to be communicated in some detail to the committee before it 
could intelligently plan. 

Senator PurteLuL. That is correct. I shall try to get whatever 
additional information thai I have to give to the Senator. 
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COMMUNICATION FROM SENATOR GREEN 


Senator HoLuaNnb. On this point, I have also a communication froy, 


: # * . ° . . fruit-fl 
Senator Green of Rhode Island, which is included in the record, |; aod 


covers the same general field. 
(The document referred to appears on p. 253). 


aw 
ARIZONA CITRUS EXCHANGE 


Senator HoLtianp. Also supplementing testimony on the Weathe 
Bureau, there will be inserted here a letter from Arizona to Senaty 
Hayden, and a reply from D. M. Little of the Weather Bureau. 

(The letters referred to are as follows:) 


ARIZONA Cirrus EXcHANGE, 
Phoenix, Ariz., March 29, 19 
Hon. Cart HaypDEN, 
Senate Office Building, Washington D. C. 
My Dear Cari: When I quit being president of the Salt River Valley \W 
Users, I thought my days of bothering you were over, but here I am again 
The transition of our citrus industry from grapefruit to oranges has mad 
growers more conscious of the frost damages occurring in recent years.  P1 
tive measures to combat cold weather are being installed by many growers i 
county. The maintenance and original cost of this equipment is very hig 


} 
sil 


if 


order to get the best out of this equipment, the growers need more ace 
weather forecasting. 

This is not a criticism of the present Weather Bureau in Phoenix, but they 
nore help as they have in California, parts of Texas, and Florida. The vegeta 
and citrus growers of California are benefiting by the services of the Agricult 
Protection Service, and the work has been extended to the Imperial, Coach: 
and Yuma Valleys. Also, we understand the service is now being enjoyed 
Texas and Florida citrus and vegetable producing areas. 

The members of the Arizona Citrus Exchange had a meeting and requested tha 
we appeal to you to get the necessary help, not to exceed $10,000, for the Depart 
ment of Commerce to extend the Agricultural Protective Service to Marie 
County. The citrus industry is prepared to pay their share of the ecooperati 
amount needed to carry on the State work. This service is needed this fall s« 
appropriation will have to be earmarked for the coming fiscal vear. 

Hoping that you can do us some good, I am, 

Sincerely vours, 
ARIZONA Cirrus Excuan: 
By W. W. Pickre.i, Presid 


Unitep STATES DEPARTMENT OF COMMERCE, 
WEATHER BUREAU, 


Washingto 
Hon. Cart HaypEn, 


United States Senate, Washington, D. C. 


Drar Senator Haypen: Thank you for your letter of April 1, 1955, and t! 
attached letter of Mr. W. W. Pickrell, president of the Arizona Citrus Exchange, 
concerning the establishment of a horticultural forecast service to meet the needs 
of the citrus and winter vegetable growers in Maricopa County. 

In present practice the growers contribute a share in operating costs of t] 
specialized type of forecasting service program. The cooperative State-Federal 
fruit-frost forecast service in Florida is established on the basis of the Federa 
Government providing the salaries of 11 men headquartered in Lakeland, Fla 
The additional costs of this service for communications, instruments, per diem, 
and mileage are paid for by the State of Florida, which appropriates about $75,000 
a vear for this purpose. 

In California the costs for communications, instruments, per diem, and mileag 
are paid by the citrus growers’ associations. Similar arrangements are in effect 
in Wisconsin with the cranberry growers’ association. In Idaho, Oregon, and 
Washington a somewhat different practice is followed. The counties pay for these 
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expenses and treat the Federal employees as State employees for the purpose of 
making the payment for per diem and mileage. 

We do not now have sufficient funds in our budget to put an extra man on 
fruit-frost work in the Phoenix area, nor have we any programed for the 1956 
hidget. The amount of $10,000 which you mentioned would be adequate for a 
trained meteorologist to be added to our Phoenix staff to handle the horticultural 
protection service in Maricopa County, Ariz., providing we could secure agree- 
ment with the State, the county, or the growers to provide funds for instruments, 
communications, per diem, and mileage allowance, which we estimate to be less 
than $3,000. 

Sincerely yours, 
D. M. Lirrir, Acting Chief of Bureau 
(For F. W. Reichelderfer, Chief of Bureau). 


Civin AERONAUTICS ADMINISTRATION 
OPERATION AND REGULATION 


STATEMENT OF HON. FRANK A. BARRETT, A UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


GENERAL STATEMENT 


Senator HoLtLanp. The third of the Senators who wish to be heard 
this morning is Senator Barrett. | understand he wishes to be heard 
on the CAA appropriation for operation and regulation. 

We are glad to have you, Senator. 

Senator Barrerr. Thank you, Mr. Chairman and gentlemen of 
the committee. | appreciate the opportunity to take a few moments 
of vour time. 

HOUSE REDUCTION 


| come here this morning principally to ask this committee to rein- 
state the cut made by the House for the Civil Aeronautics Administra- 
tion of $3,150,000. When the committee made that decision it just 
made a round figure cut and indicated that the administration should 
make that cut in such a manner that safety in aviation would not be 
affected. 

Now, Mr. Chairman, I live in a small town. Our population is 
about 2,500. I fly out home about six times a year. I can get from 
Washington to Denver in a little better than 6 hours. After I get 
to Denver, it takes me about twice as long to get from Denver home 
as it does to get from here to Denver. The Frontier Airlines has an 
application in to install air service into my hometown. We do not 
have adequate facilities at Lusk to take care of it. They also propose 
to install air service in two other county-seat towns, Neweastle and 
Douglas, and both like Lusk need additional facilities. 

Ours is a rural State and we have two cities of about 25,000 each, 
but the rest are small communities ranging down from eight or ten 
thousand. 

FACILITIES IN SMALL COMMUNITIES 


Now, the thing that I am particularly objecting to is the fact that 
under the recommendations of the Department of Commerce last year 
and the year before, a formula was set up that practically precluded 
any assistance on a grant basis for the construction of facilities in these 
small communities, and, as a matter of fact, it precluded any Federal- 
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State contributions to these small towns except in about 2 or 3 places 
in my State. 

I think that the policy was wholly unfair and unwarranted and un. 
justified and a discrimination against the small communities of Wyo. 
ming and of the country. 

We thought we had that matter taken care of but with this cut in the 
House practic ally that same policy will be continued. I will tell you 
why. The CAA was not told by the House committee just how to 
make the cut as I indicated a moment ago. They said, ‘ Make it in 
such manner that it will not affect safety.”’ 

The CAA has decided how they are going to make the cut. 


APPLICATION OF REDUCTIONS 


No. 1, they are not going to start any new services anywhere. That 
just comes right back tous. They have practically decided right there 
and then that we are not going to get any new facilities for these smal] 
communities throughout the country. 

No. 2, they are going to shut down 400 light beacons and 45 inter- 
mediate emergency landing fields 

I do not know how you can say that that would not affect the safe ty 
of the air-traveling public. 

No. 3, they are going to close 30 communications stations now in 
operation. It seems to me that that is going to affect safety. 

No. 4, they are going to discontinue operation of precision approach 
radar stations at six locations. I understand they are very expensive 
to operate but that, again, affects safety, in my judgme nt. 

They are going to, in addition to that, reduce administrative over- 
head of $600,000 and make a reduction in stocks and stores. 


IMPORTANCE OF SERVICE IN SMALL TOWNS 


Now, Mr. Chairman, these little towns are just as interested in air 
service as the large towns. From the standpoint of the smaller States, 
it is probably just as important that we have this local service than 
that we have the interstate service. I will tell you why. 

We have a large oil industry in our State. We are No. 5 in the 
production of oil in the country. The income from royalties to the 
United States Government from oil and gas produced on Federal 
land in our State totals $20 million a year. When an oil company is 
required to shut down a drilling rig it costs them from $500 to $1,000 
a day. Consequently they need air service in order to get parts out 
to these drilling locations just as quickly as possible even though it is 
rather expensive; and air shipment for such purpose is used extensively 
in our State. It is true that many oil companies have their own 
planes and their own facilities so that they can do these various things; 
but they still need landing fields in these small communities over the 
State. We have oil production in 21 of our 23 counties in Wyoming. 


CASPER, WYO., CONTROL TOWER 


Senator BrinGes. Senator Barrett, do you want to comment? 

I have before me a statement here showing that if the $3 million 
cut goes into effect that the airport traffic control tower in Casper, 
Wvyo., 1 of vour 2 larger cities, I understand, will not be built in 1956. 
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Would that have any serious effect? 

Senator BarreT?. 1 appreciate your kindness in bringing that 
matter up. I was just about to come to that. 

Casper, now, is the center of the oil production in Wyoming and, 
gs a Matter of fact, there are 500 oil companies and light-service 
companies operating offices within the city of Casper. 

They have two commercial airlines, Western and Frontier. They 
operate jointly 20 flights a day out of Casper. During the summer 
months, the Air National Guard utilizes the facilities at the base for 
training for 2 or 3 weeks’ time for several States in the mountain 
recion. 

Now, we have been working for quite some time on this Casper 
\irport control-tower operation and in this particular bill there is 
s90.000 for the Government’s share on construction of the tower and 
844,350 to install electronic equipment in the Casper tower. 

Now, in addition to that, there was justification for an item of 
$27,196 set-up for the operation of the control tower at Casper. 
However, since the cut of $3,150,000 made by the House, the CAA 
takes the position that this item must be eliminated and if that action 
is taken, it is probable that the tower construction items above men- 
tioned will also be eliminated. 


FACILITIES AT DOUGLAS AND ROCK SPRINGS, WYO. 


Senator Bripces. Let me ask you about one other point, if I may: 
The discontinuance of facilities in Douglas, Wyo., and Rock Springs, 
Wyo.: What type of places are they’ “How nece ssary are they? 

Senator Barrerr. Senator ide if you let me put in a letter 
in the record, I will come to that. 

I have a letter, Mr. Chairman, from the Rocky Mountain Business 
Aircraft Association, which represents a large number of intermountain 
private aircraft operators, mostly business concerns. It is dated 
May 24, 1955, and covers the situation in Casper very well. 

| would like to put that in the record, if I might. 

Senator HoLtLtanp. Without objection, it will be included in the 
record. 

(The letter referred to follows:) 


Rocky Mountain Business AIRCRAFT ASSOCIATION, 
Denver, Colo., May 94. 1955. 
Hon. FRANK BARRETT, 
United States Senate, Washington, D. C. 

DeaR SENATOR BaRRETT: This association representing 40 business-aircraft 
operators in the Rocky Mountain area is soliciting your aid to correct a very 
dangerous situation which now exists at the Natrona County Airport at Casper, 
Wyo. 

This airport has more than enough traffic to justify a control tower according 
to CAA standards. It seems that the Facilities Division of the Civil Aeronautics 
Administration has not had sufficient funds or authorization to staff a unit at 
Casper, nor have appropriate funds been allocated by the Federal airport aid 
program to construct tower facilities here. 

The records of the Civil Aeronautics Administration show a frightening num- 
ber of near misses between airliners and other traffic. At the present time, the 
National Guard units from several States have jet training units on this base. 
Together, a substantial amount of traffic is using the airport with no control 
facilities except the restricted control of jet aircraft. 

It is impossible in one letter to impress upon you the urgent need for a contro] 
tower at this airport. The number of near misses involving airliners with many 
passengers on board, loaded business aircraft, and military jets is frightening. 
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It is very fortunate that at the date of this writing there have been no fa 

accidents, but it is only a matter of time before we will all be shocked by a tery; 

midair collision at this airport. The long-drawn-out procedures of gett; 

facilities approved will not answer the immediate problem here. We must hay, 
immediate action in setting up a temporary control tower until a permaney: 
installation can be had. 

We sincerely hope that you realize the importance of having a control towe 
at this airport, and most urgently request that you do everything in your power 
to see that the necessary funds are made avail: ible to re medy this most dangeroys 
situation. 

Sincerely yours, 
Louis A. Large, Chairman. 

This letter points up very drastically the situation prevailing q 
the Casper base, showing particularly that the Air National Guar 


from several States train there each year, and so on. 


DOUGLAS, WYO., AIRPORT 


Now, Mr. Chairman, Douglas is 50 miles from my hometown. |; 
is another relatively small county seat town of about 4,000 popula- 
tion. It is on the new extension of the Frontier Airlines, as is mj 
hometown of Lusk. They do have a fairly good airport there and 
they are in precisely the same position as my hometown and oj 
course will need facilities to improve the field when daily air servic 
is maintained by Frontier Airlines, when its application to sery 
Douglas, Lusk, Newcastle, and other towns is granted. 


ROCK SPRINGS, WYO., AIRPORT 


Now about Rock Springs, Mr. Chairman, that community has ; 
fine airport, and it is very important that the communication facili- 
ties be maintained at that point for the very simple reason that it is 
the center of a large unpopulated area and at many times pilots mak 
emergency landings at that field. The distances between towns ani 
airports in that area are immense. 

We must have these airports improved if we are going to get t! 
service that the Frontier expects to be able to extend to us. — | realiz 
that your time is short, Mr. Chairman, and | hope that this com- 
mittee will restore that cut of $3,150,000 in the CAA appropriatio! 

Senator HoLttanp. Thank you very much for your effectiy 
presentation. 

AIR NAVIGATION DEVELOPMENT 


Senator HoLianp. Mr. Lee, will you proceed. 

Mr. Les. Mr. Chairman, the one item in the appeal which we have 
not covered as yet is the item of “Air navigation development, 
which appears on page 28 of the appeal to the Senate from the Hous 
allowances. 

In the appeal, we are requesting the restoration of $950,000, which 
would make a total appropriation of $2 million requested of the Con- 
gress. In this $950,000, we have a breakdown of $825,000 for project 
funds and $125,000 for administrative funds. 


Now, on the project funds, we have a very real need for increasing 


the emphasis on air navigation development. 
I would like to give this committee one example of the problem that 
we are facing. 
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OCCUPATION OF AIRWAY SPACE 


With today’s standards of separation of aircraft, we require 10 


minutes between successive aircraft on a given airway at a given 


altitude. That means that between W ashington and New York on 
| airway at 1 altitude we can only have 6 aircraft at the present-day 
sruising speed of approximately 300 miles an hour. 

Senator HoLLAND. You mean six an hour? 

\fr. Ler. Six at one time in this space on the airway. 

Senator HoLLAND. That means that this flight time is about an 
hour. 

Mr. Les. That is correct, sir. If we are going to 600 miles an hour 
cruising speed, as we will within the next 5 to 10 years, it means that 
we can only have 3 aircraft at 1 time between Washington and New 
York on 1 airway at 1 altitude. 


DEVELOPMENT OF NAVIGATION AIDS 


It takes from 5 to 10 vears to develop new navigational aids. Five 
to ten vears is required due to the complexity of the problem we have 


to meet. 


In the past 5 years, due to the Korean difficulties, we have reduced 
the emphasis on this phase in order that more emphasis can be placed 
on the military phase of development. 

We have now come to the point where we have a real gap between 
our present status of development and the common system require- 
ments. 

We feel that unless we have emphasis on development in the period 
1960 to 1970 conditions on our airways will be virtually chaotic. 
Consequently, we strongly urge a restoration of the project funds. 


ADMINISTRATIVE FUNDS 


Next, turning to administrative funds for which we are requesting 
a restoration of $125,000, I would like to point out that we are not 
requesting any additional positions for the Air Navigation Develop- 
ment Board since these positions were financed through military con- 
tributions in fiscal vear 1955. In effect, the staff is remaining at the 
same level. 

We feel that administratively, it is much more satisfactory to 
finance the staff out of one appropriation, and consequently, we are 
concentrating our entire staff request in the Commerce estimate of 
$2 million. 

We have with us today Col. J. F. Taylor, who is Staff Director of 
the Air Navigation Development Board, and I believe that he has 
some material which could supplement this preliminary statement. 

Mr. Roruscuitp. This $125,000 for administrative costs, Mr. Chair- 
ian, represents a decrease in a similar amount by the Department of 
Defense, which has been putting up that portion of the money in 1955 
and prior vears. 

Senator HoLLAND. You mean the Department of Defense has been 
meeting that part of the cost of personnel and other administrative 
costs? 


Mr. Roruscuinp. Yes, sir. 
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Senator HoLtuanpb. And now you are transferring that cost to yoy 
own budget? 

Mr. Roruscut.p. That is correct, sir. 


EFFECT OF CUT 


Colonel Taytor. Mr. Chairman, to go into slightly more detail, t\y. 
effect of this cut, if the funds are not restored, would have an over 
effect on the program. We would not delete any particular item 

I would like to outline the items we would hope to spend thes 
moneys on. 

The general breakdown is in air navigation and air traffie contro! 
In air navigation we are asking for $175,000 to complete the develop. 
ment of whatever navigation system is finally chosen as betwee 
Tacan and VOR/DME. We believe that sometime in this fiscal 1 Vveu 
the road will be re: asonably clear ahead to complete the deve lopm ents 
that are necessary in this field. 

I would like to state for the record here that we are not going ahey 
on any developments that are not completely coordinated. These 
funds would not be used until such time as we got a completely coor- 
dinated program, but the need for further development in this fiel 
is equally important whether it is VOR/DME for the future, a commoy 
military-civil system, or whether it is the so-called Tacan. 


FACILITIES FOR HELICOPTERS 


The navigational facilities for helicopters, the second item, is | 
cover a need for a new public utility for which we now have no meais 
of navigation at all. This helicopter or any rotary wing aircraft, as 
opposed to fixed wing, has a unique ¢ apability of going to a very smal 
landing area, and it needs a true area type navigation system. 

We feel that airw ay type navigation facilities will not let this par 
ticular type aircraft exercise its very unique capabilities. The present 
navigation systems that are being contemplated are suitable for fixed 
wing type aircraft. 

We feel that a separate system is required for the helicopters 
Already Los Angeles, Cle ‘veland, New Y ork, Chicago, and Miami hay 
helicopter service. Some of these services are quite extensive, such 
as Los Angeles, Calif., and New York City. 

The continued growth and use of this facility, of this type of a 
transportation, will be influenced to a great extent as to how fast we 
can get on with this helicopter navigation job. 

I have had rather an urgent request from all of these companies 
that fly helicopters commercially to get on with this particular job 

Senator Hotutanp. Colonel, I am going to have to ask you to 
suspend. They are trying to have a vote upstairs. 

I would like to say that we have a large number of communications 
on the question of the supposed effort of the military to substitute or 
to encourage the substitution of the TACAN system for the preseu 
VOR/DME system. 

We have 1 letter that supports the going ahead with both systems 
and about 50 that support the continuance of the present V OR/DME 


installations at least until much more is known and established }\ 
the TACAN system. 
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COMMUNICATION 


| am going to include in the record just 1 of these approximately 
30 Jetters, being a letter from R. W. Lane, the chief pilot of Food 
\achinery & Chemical Corp., to Senator Hayden, dated April 12, 
1955. 

The letter referred to follows:) 


Foop MACHINERY & CHEMICAL ae 


New York 17, N. Y., April 12, 
CarRL HaypEN, 


Chairman, Senate Appropriations Committee, 
Washington 25, D. C. 
park SENATOR HaypEN: Like many others from whom I am sure you will 
eive opinions, we feel that until such time as the tacan system can be demon- 
strated to be fully reliable and compatible with our existing air traffic control 
and approach facilities, that the present VOR/DME common system should be 
yntinued intact. 

\s a pilot, I believe I express the opinion of a great many other pilots that 
when or if the tacan system is proven superior, considering all aspects, it should 
be adopted. Until such time, however, a tried and proven system should not 
be abandoned in favor of one in which reliability cannot be assured. 

The military supported the common system, including DME, from its inception 
and did not voice objection to the expenditure of $117 million to establish the 
present VOR/DME installations, even though at the same time it was spending 
, reported $325 million to develop its own classified tacan system. It was with 
the full approval of the military and all civil interests that the present common 
system of air navigation was created by joint action of the House and Senate in 

48. The military then agreed that the common system should have stability 
and that any military tactical requirements should be in addition to the require- 
ments of the common system. 

In view of these considerations it is urged that the present common system be 
continued intact until such time as tacan can be proved acceptable. 

Very truly yours, 


R. W. Lane, Chief Pilot. 


Senator HOLLAND. I am sorry to have to ask you to suspend at 
this point. 

The committee will be in recess until 2 o’clock today. 

Whereupon, at 11:35 a. m., a recess was taken until 2 p. m., this 
same day.) 


AFTERNOON SESSION 


STATEMENT OF HON. E. KEITH THOMSON, A UNITED STATES 
REPRESENTATIVE FROM THE STATE OF WYOMING 


PREPARED STATEMENT 


Senator HOLLAND. The committee will come to order. 

Mr. Thomson, we are glad to have you. J understand you have a 
statement here prepared on the CAA situation. 

Tuomson. Yes, Mr. Chairman. 

Senator HoLtanp. Do you wish to just place it into the record? 

Mr. Tuomson. I would like to, if I could, Mr. Chairman, and then 
comment briefly upon it. 

Senator HoLLANb. The item will be placed in the record. 

The statement referred to follows:) 
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STATEMENT OF CONGRESSMAN KEITH THOMSON OF WYOMING 


My name is Keith Thomson. I am the Congressman from Wyoming. 
would like to express my appreciation to the members of the Commerce Subeoy, 
mittee of the Senate Appropriations Committee for allowing me to appear tod, 
on behalf of control tower operation at the Natrona County Airport in Casper, Wy, 

I would like to point out that the cut of $3,150,000 from the Civil Aeronauties 
Authority budget recently approved by the House was not detailed at the tiy 
as to just how it might affect individual operations. The House Appropriatio, 
Committee, in making this particular budget cut, did recommend that it be applic, 
in such a manner that safety in aviation will not be affected. If this cut were 
be applied as outlined to me as far as the control tower operation at Casper, Wy 
is concerned, it certainly would affect safety in aviation and would seriously ham; 
a national defense program. 

In the “new oper: itions’’ category of the CAA budget for fiscal 1956, there 
an item of $27,196 set up for the operation of a first class control tower at th 
Natrona Counke Airport. This item, I am informed, would come under | 
$3,150,000 budget cut if not restored by the Senate Appropriations Committ 
I protest this budget cut and offer these arguments in favor of retention of 1 
particular budget item. 

First, Casper, Wyo., now known as the Oil Capital of the Rockies, is an increas. 
ingly important air travel and airfreight center. Western Airlines and Frontie; 
Airlines operate over 20 flights a day into this airport and out of it, providing dg 
and night freight and passenger service. In addition, there are over 40 individ 
firms—oil companies, equipment companies, private consulting organizations 
that maintain air service at this airport, flying both large and small aircraft j 
and out constantly to all points of the country. The importance of the saf, 
factor to these airlines and companies cannot be overestimated. 

Second, the Air National Guard of six Western States maintain summer trair 
schedules at Natrona County Airport, flying jet powered airplanes on day 
night schedules to maintain efficieney in national defense. It is unthinkable t 
there should be a safety hazard for these men striving to maintain top efficien 
as a first arm of defense. 

Without adequate control tower facilities there is a 24-hour a day hazard of 4 
midair collision that would undoubtedly result in fatalities. Grave concern oy 
this possibility is expressed daily by all those who operate in and out of Natro1 
County Airport. 

Third, it has been my pleasure as a former serviceman, as a private citizen, a 
as a Congressman to sit in on high level conferences concerning national defens 
It has been emphasized time and again by high echelon Air Force officers that 
this particular area is of vital concern in the defense pattern, since any full seal 
attack on the United States could very well come by the great circle and direct! 
across our State. That is why we maintain National Guard fighter squadrons 
at full efficiency. And certainly operation of the control tower at top standar 
is vital to this effort, now and in the future. 

I would like to point out to the members of the committee that at the present 
time, with all this activity, there is no adequate or effective control tower at th 
Natrona County Airport. Obsolete and pieced together CAA equipment is no 
being operated at that airport by the National Guard to fill in during the emer- 
geney period until the moneys for 1956 are made available for construction a 
equipment of a first class control tower. 

The sum of $90,000 for construction and $44,000 for equipment are in th 
budget for a Natrona County Airport control tower, as it was approved by th 
House. But the CAA cannot build or equip a control tower that it cann 
operate. The entire operation of a first class control tower in the interests of 
efficiency, safety, and national defense in Wyoming hinges on the restoration of 
the operation budget for this tower at Natrona County Airport. 

I urge you to consider carefully the restoration of this House cut of the CAA 
budget that has belatedly come to my attention. And I trust that you will se¢ 
that the $27,196 set aside for operation of the CAA control tower at Natrona 
County Siew. at Casper, Wyo., is most essential and must not be excluded from 
the appropriations bill in its final form. 

Thank you for your courtesy and consideration. 


GENERAL STATEMENT 


Mr. Tuomson. I am Keith Thomson, Congressman from Wyoming. 
Senator HoLLtanp. We are glad to have you before our committee. 
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\ir. THomson. I would like to express my appreciation for this 
yrivilege. 1 would like to point out that I am appearing in regard to 
the $3,150,000 cut which was made in the appropriations in the ‘House. 

At the time the cut was made, it was not detailed to us. The House 
Appropriations Committee, though, in making the cut commented and 
recommended that it be ¢ adjusted in such a manner that it would not 
inany Way affect the safety in aviation. The matter that Iam appear- 
ing on has reference, | think, directly to that safety. I have filed this 
statement and also a letter from the Rocky Mountain Business Air- 
craft Association. 

Note: An identical letter appears on p. 471.) 

Included in the operating budget was $27,196 to operate a CAA 
tower at Casper, Wvyo., which is our second largest city and possibly 
one of the busiest as far as air travel is concerned. We have already 


fmade arrangements through the State and Federal Government to 


bnild a tower there and equip it. 

But if this cut goes through as I now understand it, we would not 
have any money to operate it. It would be quite silly to have one 
built without the money to operate. 

There are 3 reasons I have detailed in my statement, but I would 
ike to mention them 1, 2, 3 here. 


CASPER, WYO., CONTROL TOWER 


No. 1 is that Casper, in the center of the State, is the oil capital of 
the Roe ky Mountain area, and relies a lot upon air. They have two 
major airlines operating, Frontier and Western, with about 20 com- 
mercial landings a day. I understand that the base for a tower is 
24,000 operations per year. On the basis of the latest statistics, we 


Fcould get which were for the first 6 months of 1954, they had 36,000 
operations or 50 percent over in this area, and it has continued to 
crow. It is a very dangerous condition today. 


No. 2, the Casper Airbase was a very important link in our defense 
training during World War II. Itisonastandby basis now. But the 
National Guard people from several States in that area come there to 
train every summer. They are trying to train without adequate 
facilities that ean only lead to crashes and loss of life, not only from 
our State but from surrounding States, unless it is corrected. 


CRITICAL AREA FOR NATIONAL DEFENSE 


No. 3, is that I have talked with several high level Air Force people, 
both in my capacity as a Reserve officer in conferences and since 


}coming down here in January. This is a critical area for the national 


defense because of the fact that one of the likely routes of attack 
should we ever be attacked by the most prospective foe today would 


ibe over the great circle route and down through the North. For that 
reason, they have set up interceptor squadrons in that area, and it 


would be very valuable to them to have this tower operated. 

I sincerely hope that the Senate will see fit to correct this situation 
so that we can operate the tower which we have made arrangements 
to build and equip for the safety in aviation that I am sure this 
would contribute to. 

Thank you, Senator, for the opportunity to appear. I will be 


happy to answer any questions. 
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Senator HoLuanp. I do not believe we will have any questions, | 
believe one of your Senators, Senator Barrett, has already COVere| 
essentially the same question. 

We appreciate your coming over. 

Mr. THomson. Thank you. 


COMMUNICATIONS 


Senator Hotuanp. I will place into the record at this time a wir fi" 
to Senator Hayden, chairman of the committee, from L. B. Gregg a 
chairman of the Federal Government liaison committee of the Amer. revis 
ican Association of Airport Executives; also a statement by Senato) 
Hubert H. Humphrey, to which is attached a letter signed by Mitehe 
Perrizo, Jr., commissioner of the State of Minnesota, department of 
ae ronautics. 

(The material referred to is as follows:) 

OnTARIO, Cauir., May 29, 1 
Hon. Cart Haypen, 
United States Senate, 
Senate Office Building, Washington, D. C.: 

City of Ontario, Calif., urgently requests that you support Federal airport-aii 
program amounting to $252 million over 4-year period and definitely suppor 
action which will have criteria remain as is called for under the Federal Airport 
Act. 

L. B. GREGG, 


Chairman, Federal Government Liaison Committee, 
American Association of Airport Executives 


STATEMENT BY SENATOR Huspert H. HuMpPHREY 


Mr. Chairman, I wish to support the House recommendation that $20 millior 
be appropriated for grants-in-aid for airports in fiscal 1956. The House Co: 
mittee on Appropriations, in raising the budget estimate by $9 million, restoring 
funds to approximately the same level as this year’s appropriations, stated: 

‘Testimony presented to the committee indicates that local communities have 
pledged over $100 million which has not yet been matched with Federal funds 
Testimony also indicates that many cities are paying interest on bonds issued 
several years or more ago to raise funds to participate in this program. The 
committee believes that this program should be continued at a faster rate thar 
proposed by the 1956 budget, if the local communities are to be expected to con- 
tinue to cooperate. Further, it is uneconomical to continue to appropriate funds 
in small amounts.” 

I think that this points up quite clearly the pressing need to maintain Federal 
matching funds at a level high enough to permit local governments to move ahead 
in their airport-development programs. 

Certainly this is true in my own State of Minnesota. A number of urgenth 
needed airport-improvement projects are being held up for lack of Federal funds 
to match the State and local moneys already appropriated. In some instances 
such delay results in loss of money to local governments or threatens failure in 
obtaining regularly scheduled airline service. 

But the only insufficient appropriations on the Federal level stand in the way 0 
airport improvements in Minnesota. <A further cause of delay has been fs 
manner in which the Civil Aeronautics Administration has allocated grants-in-aid 
for this purpose in the State. Last year, the entire Federal grant was allocated 
to the two airports in the Minneapolis-St. Paul area. While there were deserving 
of Federal assistance, there is equal need for grants to cities in other parts of the 
State for airport improvement. 

The Commissioner of Aeronautics for the State of Minnesota, in submitting bis 
list to the CAA, gave equal priority to the first four projects on the list. But t 
CAA disregarded this recommendation. Apparently in allocating grants for 
airports the CAA used as its criterion the amount of existing aeronautical os 
at each airport. If the criteria for determining which airports will receive Feder: 
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srants are the annual number of enplaned passengers and the number of aircraft 
hased at the airport, then almost inevitably major air terminals will win out over 
smaller airports. Surely this was not the intent of Congress in setting up the 
Federal Airport Act. 

There should be a reexamination of the criteria established by the CAA for 
distribution of Federl grants-in-aid for airports. This was recognized by the 
House Committee on Appropriations in its report on this bill. The report said: 

“While the committee is in full agreement with this program and is endeavoring 
to support it with adequate funds, it believes that every effort must be made to 
make certain that they are used wisely and effectively. It is felt that the present 
formula prevents development of smaller airports and operates to the advantage 
of airports in larger metropolitan areas. It is believed that the formula should be 
revised and consideration should be given in justifiable cases to smaller airports 
and in certain cases where operating facilities are involved.” 

I hope that the Senate committee will also support this position. 

The airports in Minnesota about which I am particularly concerned are those 
at Eveleth-Virginia, Grand Rapids, Worthington, and Rochester. I would like 
to include as a part of my testimony a letter to me from the commissioner of aero- 
nauties for the State of Minnesota, Mr. Mitchel Perrizo, Jr. 

In conelusion, Mr. Chairman, I would like to reiterate that funds for grants-in- 
aid for airports should be maintained at least at $20 million for fiscal 1956 and that 
the criteria for distribution of these grants should be reexamined so that small air- 
ports outside the metropolitan areas can get their fair share of Federal assistance. 


STATE OF MINNESOTA 
DEPARTMENT OF AERONAUTICS 
Saint Paul, Minn., February 28, 1955. 


Hon. HuBerT H. HUMPHREY, 
United States Senate, 
Senate Office Building, Washington, D. C. 
Dear SENATOR Humpnurey: The State of Minnesota has submitted vo Mr. 
William C, Knoepfle, district airport engineer of the Civil Aeronautics Adminis- 
tration, 622 Commerce Building, St. Paul 1, Minn., its Federal airports program 


for fiscal 1956 and a copy is enclosed. 

[he proposed program includes those projects which require joint Federal- 
State-local participation to insure successful completion. Three or these projects 
Eveleth-Virginia, Grand Rapids, and Worthington) are of immediate concern 
to this department as they were originally programed tor fiseal 1955 but Federal 
moneys were not available at that time. Formal requests for Federal aid (ACA 
1623) were resubmitted to the district office of the Civil Aeronauties Adminis- 
tration and a copy of these three requests was sent to you previously. All fiscal 
1955 funds were given to projects submitted by the Minneapolis-St. Paul Metro- 
politan Airports Commission for use at Wold-Chamberlain and Crystal Fields. 

It is the hope of the Minnesota Department of Aeronautics that the Federal 
appropriation tor grants-in-aid to the respective States for airport construction 
and development will be increased by the Congress over the proposed $11 million 
as recommended by the Bureau of the Budget and that the criterion to be used 
by the Civil Aeronautics Administration will be so altered as to permit at least 
a portion of the appropriation for fiscal 1956 to be available for use at airports 
outside major metropolitan areas such as the Twin Cities. The Department 
recognizes the crucial importance of the major terminals such as Wold-Chamber- 
lain Field and would be the first to agree that these major terminals should receive 
aliberal portion of the Federal appropriation. At the same time, the Department 
shares with the Minnesota Airport Operators Association, the Minnesota Flying 
Farmers, corporate and executive aircraft owners and operators, municipal air- 
port commissions and boards, elected municipal officials, and private aviation 
generally the point of view that a reasonable portion of appropriated Federal 
moneys for grants-in-aid to the States should be allocated under a criterion which 
permits the development of airports throughout the State and beyond the im- 
mediate metropolitan area. 

_ The department realizes that the problem of reconciling the needs of the out- 
State airports in relation to the needs of the airports in the metropolitan area 
is an extremely difficult one. It is not our purpose or desire to reflect upon the 
requests of the Metropolitan Airports Commission. We are enjoying the utmost 
cooperation from that body and its executive personnel. We seek only to bring 
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to your attention the importance of general aviation throughout the entir 
of Minnesota and the crucial role it plays in the economy of Minnesota 
Department of Aeronautics would be pleased to have the opportunity to submi: 
to you more detailed information on the current economic importance and fy 
potential of general aviation throughout the state should vou feel it wo 
helpful. 
With kind regards, 
Sincerely yours, 
MircuHeE.t Perrizo, Jr., Commis: 


FEDERAL AIRPORT PROGRAM FOR STATE OF MINNESOTA FOR FISCAL YEAR 
1, 1955, ro June 30, 1956 


The State of Minnesota, Department of Aeronautics, herein submits to 1 
office of the district airport engineer of the Civil Aeronautics Administration t¢] 
Minnesota Federal airport program for fiscal 1956. This program is divided jn 
three parts: (1) Primary projects for which requests for Federal aid (ACA 1623 
have been submitted, together with such material as related to the establishm« 
of local need under the Federal criterion and for which State and local mon 
are currently available, (2) secondary projects for which formal requests 
Federal aid (ACA 1623) have not at this time been submitted, and (3) proj 


proposed by the Minneapolis-St. Paul Metropolitan Airports Commission: 


Primary projects 


Loc il 
funds 


Eveleth-Virginia: Clear, grade and drain extension to east- 
west runway (300 by 2,200 feet); pave 100 by 2,100 feet, 


medium intensity lights on east-west runway; perimeter 

fencing and miscellaneous construction $36, 666. 67 333 $55, 000 
Grand Rapids: Clear, grade and drain an extension of 

north-south landing strip (1,325 by 250 feet); pave 100 by 

3,800 feet runway with turn-around: medium intensity 

runway lights; 36-inch beacon and lighted windcone 40, 666. 67 20, 333. 33 61, 000 
Worthington: Grade and drain north-south runway (4,200 

by 300 feet); pave 4,000 by 100 feet runway: medium 

intensity lights on north-south runway; 36-inch beacon, 

lighted windcone and apron floodlights__-- 59, 000. 00 29, 500. 00 88, 500 


Tetel. os ; 136, 333. 34 68, 166. 66 204, 500 


Total requested Federal matching funds required for the above 3 pr 
amounts to $204,500.00. 

The original requests for Federal aid were submitted to the district office 
the Civil Aeronautics Administration, 622 Commerce Building, St. Paul 1, Mi 
for the above projects on August 12, 1954. Both State and local funds were ava 
able during fiscal 1955. State and local funds to meet sponsor’s share of costs 
continue to remain available. Formal filing of requests for Federal aid (ACA 
1623) and additional material concerning the [veleth-Virginia, Grand Rapid 
and Worthington projects outlining the local need under the established CAA 
allocation criterion was also forwarded to the office of the district airport engi: 
on January 11, 1955. This was merely to amplify material previously filed wit! 
the district office of the Civil Aeronautics Administration at the time of 


original requests for fiscal 1955 funds in August of 1954. 
SECONDARY PROJECTS 


The State program contemplates projects at Fairmont, Duluth, Owatonna, a 
tochester for which Federal requests (ACA 1623) have not been submitt 
These projects are dependent on legislative decision on the State appropriation for 
a part of the sponsor’s costs and local decision relative to the municipal share of 
the sponsor’s costs. Similarly, the decision of the Congress as to total appropria- 
tions for grants-in-aid to the States will have a definite bearing on any requests 
for Federal aid for the secondary projects. Estimated total cost of the seeondar 
projects listed above (local, State, and Federal shares) would be about $600,000 
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PROJECTS PROPOSED BY MINNEAPOLIS-ST. PAUL METROPOLITAN AIRPORTS 
COMMISSION 


It is the understanding of the Minnesota Department of Aeronautics that the 
Minneapolis-St. Paul Metropolitan Airports Commission submitted to the office of 
the district airport engineer of the Civil Aeronautics Administration, 622 Com- 
merce Building, St. Paul 1, Minn., a Federal airport program for the airports under 
the jurisdiction of the Metropolitan Airports Commission in which Federal aid 
was requested. The fiscal 1956 Federal airport program of the Metropolitan 
Ajrports Commission has not been brought to the official attention of the Minne- 
sota Department of Aeronautics and is therefore not a part of the Federal airport 
program for the State of Minnesota as herein submitted. 

There are, of course, several other projects contemplated in the State airport 
program for the forthcoming biennium, July 1, 1955, to June 30, 1957, which do not 
anticipate Federal participation and which will be carried forward with local and 
State funds. 

MINNESOTA DEPARTMENT OF AERONAUTICS, 
By Mitrcuer, Perrizo, Jr., Commissioner. 


RESOLUTION 


Senator HoLLAND. Next I will place into the record a resolution 
adopted by the California Association of Airport Executives, Inc., 
forwarded with a letter by Mr. Donald W. Hobbs, secretary-treasurer 


Q”"7 


of that organization, dated May 27. 
The material referred to follows:) 


CALIFORNIA ASSOCIATION OF AtRPORT Executives, INc., 
Fullerton, Ca as, May 27, 1955. 
STYLES BRIDGES, 
United States Senate, Washington, D. C. 


\T 


ly Dear Senator: The California Association of Airport Executives, Ince., 
heir eighth annual mecting, adopted the atta¢hed resolution which is submitted 
for vour earnest consideration. 
Yours very truly, 
DonaLp W. Hoses, 
Sec retary-Treasure ; 
{ESOLUTION 


Whereas the Federal Airport Aid Act of 1946 provided for the appropriation 
the Congress of up to $500 million in a 5-year period for Federal aid to public 
airports within the continental United States and its several territories; and, 
Whereas said Airport Aid Act of 1946 has been extended for an additional 5 
vears; and 
Whereas the Congress of the United States has not in the past carried out the 
program as intended by this act inasmuch as appropriations have varied from 
S47 million in the fiscal year 1947 to no dollars in the fiscal year 1954: and 
Whereas Senator Monroney and others through S. 1855 have proposed an 
idment to the act to provide for the appropriation by the Congress of $252 
ion over the next 4 fiscal vears in order to stabilize the airport construction 
program within the United States and its several territories and to allow political 
subdivisions to intelligently plan on a pay-as-you-go basis necessary airport 
development: Now, therefore, be it 
Resolved, That the California Association of Airport Executives in annual session 
20th day of May 1955 does hereby urge the Congress, both the House of 
Representatives and the Senate, to pass the amendments to the Federal Airport 
\id Act as proposed by Senator Monroney and others through said 8. 1855; and 
be it further 
Resolved, That a copy of this resolution be sent to each member of the Senate 
and House Appropriation Committees, to the President of the United States, to 
the Speaker of the House, and the President of the Senate. 
[SEAL] DonaLtp W. Horrs, 
Secretary-Treasurer, California Association of Airport Executives, Inc., 
Fullerton, Calif. 
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STATEMENT OF LOUIS S. ROTHSCHILD, UNDER SECRETARY FoR 
TRANSPORTATION ; GEORGE T. MOORE, ASSISTANT SECRETARY 
OF COMMERCE; OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; F. B. LEE, ADMINISTRATOR; J. H. TIPPETS, DIRECTOR, 
OFFICE OF FEDERAL AIRWAYS; A. 0. BASNIGHT, BUDGET 
AND FINANCE OFFICER; COL. J. F. TAYLOR, DIRECTOR, AIR 
NAVIGATION DEVELOPMENT BOARD, CIVIL AERONAUTICS 
ADMINISTRATION 


AIR TRAFFIC CONTROL 


Senator Hottanp. You may proceed, Colonel. 

Colonel Taytor. Thank you, Mr. Chairman. In the second 
major heading, we are asking for $1,475,000 for air traffie control. 
The expeditious flow of air traffic, both in en route and at terminal 
areas, constitutes one of our greatest problems today, Mr. Chairman, 
in a air travel situation, not only for civil but also military 
aircraft. 


EVALUATION PROGRAM AT INDIANAPOLIS 


To complicate this problem, we have the matter of extreme urgency 
of safety at all times with the handling of these aircraft to make sure 
they are collision-free and that the best possible separation is main- 
tained with regard to the efficient movement of aircraft. Because of 
this, we have found it necessary to start an evaluation program at 
Indianapolis, Indiana, the home of the Technical Development and 
Evaluation Center of the CAA, which has been particularly designed 


to evaluate air traffic devices that are new, that have come out of our 
developmental program. For this center itself, we are asking $400,000. 
This $400,000 will be specifically spent on the testing of devices to 
improve intercontroller coordination methods, better posting methods 
on the posting of ground messages for aircraft, and also to better 
utilize radar information. 

Senator HoLtutanp. Where is that center? 

Colonel Taytor. Indianapolis, Ind. 

In en route facilities, which will go into this center, we want to 
improve our en route navigation facilities and traffic control facilities. 
We are asking for $325,000, which this year will go for better arrange- 
ment of communication facilities en route. 


AIR TRAFFIC SIMULATOR 


The next item, $200,000, is for simulation of air traffic. The traffic 
problems we have that cause the unusual delays, in a great many 
instances, we cannot duplicate nor did we expect them to occur the 
way they did. Traffic is a moving thing, and, therefore, difficult to 
study. Asa result of this, we have developed a simulator with which 
we can simulate, in a leisurely and in a studious atmosphere, the type 
of situation that needs more than the immediate decision study that 
a controller can give it. We are asking for $200,000 in the 1956 
fiscal year to continue the operations of this simulator and to build 
up its capacity. At the moment, it is limited in the number of 
aircraft or simulated aircraft it can handle. 
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USE OF EXISTING RADAR SYSTEM 


The next item, $200,000 is the use of existing system radars to 
assist in our tre ffic control problem to see if we can use radars that 
are now existing and operating rather than go through the purchase 
of new equipments. The same equipment that the Air Defense Com- 
mand needs to track aircraft of suspected oo is used to track 
aircraft of known identity along Federal airways, or, for that muntter, 
flying from point to point and not necessarily on airw ‘ays There are a 
creat many problems, however, concerned with using an air defense 
facility for civil purposes, suc h things as security of the machinery 
itself, the communications gear necessary to remote the indications, 
and the scheduling of certain vital functions of the radar, which | can- 
not discuss in open session, which we are taking up and working out 
with the air defense people. 

The $200,000 we are asking for in fiscal 1956 is to specifically set up 
an operation at the Mud Pond, Pa., air defense radar site for an experi- 
mental operation for 1 year. We think the $200,000 will cover the 
operating expense from the CAA point of view for that year. 

Senator HoLLANb. The total of those items comes to what? 

Colonel Taytor. $1,475,000, plus the one I am just about to men- 
tion, which is a tie-in with Project Lincoln. 

Mr. Basniaur. In the regular budget submission, Mr. Chairman, 
these items appear on pages 381 through 384. 

Colonel Taytor. The item on administration has been covered by 
Mr. Lee. 


HOUSE ACTION 


Senator HoLLaNpb. I want to tie this in with the action taken by the 
House. This whole item in the budget was $2 million, and the House 
made available $1,050,000. 

Colonel Taytor. Yes, sir. 

Senator HoLLanp. That is a shortage of $950,000. The items that 
you mentioned came to a good deal more than that, as I heard. 

Colonel Taytor. Yes, sir. Weare asking for full restoration. The 
reason for a detailed discussion of each project is because I have no 
choice if the restoration is not made except to cut each project in an 
across-the-board manner. 

Senator HoLtLanp. In other words, you have described that portion 
of the whole $2 million which is for your operation? 

Colonel Taytor. Yes, sir. 

Senator HoLLanp. That portion would have been how much? 

Colonel Taytor. I am not sure I understand your question. 

Senator HoLLtanp. The whole $2 million would not have come from 
your particular organization, would it? 

Colonel Taytor. Yes, sir. 

Senator Hotuanp. I did not understand that you detailed the full 
$2 million. 

Colonel Taytor. Yes, sir; it would all come to the Air Navigation 
Development Board for deve ‘lopment program purposes. 

Senator HoLLaANp. You have detailed the whole program. The 
$950,000 cut would have had to have been applied proratably or 
approximately so to each of the projects included within your $2 
million budget? 
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Colonel Taytor. Yes, sir. 
Senator HoLttanp. All right. Thank you, sir. Is there 
further showing on this matter? 


any 


AMENDMENT AND JUSTIFICATION 


Mr. Nrevson. Mr. Chairman, with your permission, I would like 
to insert in the record our appeal amendment for each of the items 
of the Civil Aeronautics Administration. 

Senator HoLLAnp. Pages what? 

Mr. Nievson. That would start with page 15 through page 30. 

Senator Hoittanp. All right. That will be inserted into the record 
at this point. 

(The information referred to follows: ) 


. 


CIVIL AERONAUTICS ADMINISTRATION 
OPERATION AND REGULATION 
House hearing, pp. 208-265 
P. 3, line 8, of H. R. 6367 as reported 
1955 appropriation : () 
1955 appropriation (adjusted $103, 111, 734 
1956 budget estimate 106, 150. 000 
1956 House allowance 103, 000, 000 
Increase (+) or decrease 1956 estimate over 1955 appropria- 

tion (adjusted ‘ +- 3, O38, 266 


Increase (+) or decrease House allowance from 1956 estimate 3, 150, 000 
festoration requested 3, 150, 000 


AMENDMENT REQUESTED 


On page 4, line 4, strike out ‘$103,000,000” and insert ‘‘8106,150,000”’. 


HOUSE REPORT 


Operation and requlation.—This is a new appropriation which covers activities 
formerly financed under the headings “Salaries and expenses’? and ‘Technical 
development and evaluation.’”’ In addition it carries the administrative funds 
for the programs “Establishment of air-navigation facilities” and ‘‘Grants-in-aid 
for airports’? which were formerly provided under those two main appropriations 
The comparable amounts available for the fiscal year 1955 for activities financed 
from the new consolidated appropriation are as follows: 


Salaries and expenses - ______- , =. naan _. $98, 730, 000 
Technical development and evaluation 700, 000 
Kstablishment of air navigation facilities (administrative costs) - 1, 831, 734 
Federal-aid airport program (administrative costs 1, 850, O00 


Total _ : F , 103, 111, 734 


The amount recommended for 1956, $103 million, will permit continuation of the 
activities financed under this heading at approximately the same level as was 
authorized for the fiscal vear 1955. The committee recommends that the reduc- 
tion in the budget estimates of $3,150,000 be applied by the Administration in 
such a manner that safety in aviation will not be affected. It believes that the 
$100,000 requested for an aviation medical standards survey and the $40,000 
requested for a project to transfer safety responsibility to industry can be elimi- 
nated without affecting aviation safety.”’ 


JUSTIFICATION 


For air traffic control and the national system of aids to air navigation, certify- 
ing that airmen, aircraft, and operating procedures meet safe operating standards, 
and administering the program of grants-in-aid for airports, significant workload 
increases will be realized in 1956. The work involves services to all segments of 
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on and our budget was prepared on the basis of a forecasted increase in 
sad of 6 percent in traffic control towers and 8 percent in the traffie control 
ters. These estimates have proven to be conservative as growth is exceeding 
ir forecast. 

rhis budget requests $605,000 for workload increases which is more than offset 
programed savings of $2,179,000, but there are additional needs for operating 
paintaining new facilities, the establishment of which has previously been 
ithorized by Congress. In 1955, new facilities and services were started which 
ill increase our 1956 needs by $1,856,000. This item is frequently referred to as 
mnualization” or the full-year cost of operating new facilities and services. In 
56, other new equipments and services will be ready for use some part of the 
ear and these requirements total $2,326,000. In this category are five airport 
fie control towers, radar service at major air terminals, instrument landing 
cord ystems, very high frequency aids to air navigation, including distance measuring 
| direction finding equipments, and ultra high frequeney air ground communi- 
tions as required for military operations. These items increase the cost of our 
iry services Which are needed to assure the same level of safety in aviation 
shas been attained in the current fiscal year. Therefore, while it might appear 
it approxitmately the same dollar level as appropriated for 1955 should permit 
ntinuation of the same level of services, the operation of these equipments and 
crease in Workload which is not controllable by the agency, make it necessary 

request additional funds. 
Having already taken many economy measures, to further reduce the program 
$3,150,000 will necessitate such drastic actions as closing down many of the 
( ¢ facilities and services affecting major segments of the aviation public. 
ss head costs and indirect services have already been sharply curtailed, units 

(oe ve been consolidated and operations merged to the extent now permissible and 

urther substantial economies from these areas can be expected in 1956. With 

e reduced resources allowed by the House, we are therefore faced with the 

KF roblem of reducing costs by approximately 33 million, realizing that the important 

000 es and operations that contribute to the effective use of aircraft will be 

“000 tailed. Considering all known factors and applying reductions to the areas 

would affect relatively less of the overall aeronautical activity, it appears 

iat unless the House reduction is restored, it will be necessary to effect economies 

such measures as: (1) decommissioning approximately one-half of the airway 

beacons that are particularly useful to small aircraft; (2) closing approxi- 

ately one-half of the intermediate fields used for emergeney landings of aircraft; 

}) closing approximately 30 interstate communications stations, or a total of 61 

ss than the number overated in fiscal vear 1955, serving large segments of avia- 

ities on, including the military, by providing flight information, weather data, and 
laving traffic control information; (4) not commissioning new airport traffic 
inds ontrol towers, distance measuring equipments, and instrument landing and 
~aid lirection finding equipments; (5) not providing some planned in-bound and de- 
ons parture radar airport traffic control service and certain precision approach radar 
iced aircraft landing services for several locations; (6) not providing 100-word per 
ite operation on the service B teletypewriter network used for relaying air 

000 traffic control information; (7) curtailing the level of supplies and supporting 

ann services in the Federal airways program; (8) reducing the staff available for 

= 34 idministering the grants-in-aid for airports program ; and (9) eliminating 50 

000 positions in the program of aviation safety where, during the past 3 years, 314 

sitions have already been eliminated and the annual program costs curtailed 

vv $1,254,940. The reductions already accomplished in the aviation safety pro- 
yram have been made during a period in which the aviation industry has under- 
gone an amazing growth, not only in volume but in technological development and 
complexity as well. The House reduction will necessitate the elimination of 50 
additional positions, the medical standards survey, and the proposed study of 
transferring certain government activities to responsible segments of the industry. 

the \ll of these actions are considered adverse to our efforts of maintaining the 

JOO established record of safety in aviation. 

mi- We are continuing to take economy measures wherever feasible. However, 
means are not yet available for reducing operating costs by some $3 million 
without affecting the level of service and preventing deterioration in the Govern- 
ment’s efforts to assure safe operations and sound development of the aviation 
industry. Therefore, restoration of the $3,150,000 is recommended. 


O00 
OOO 
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EsTABLISHMENT OF AIR NAVIGATION FACILITIES 
(House hearings, pp. 265-278) 
(P. 4, line 9, of H. R. 6367 as reported) 


1955 appropriation $5, O00. 
1955 appropriation (adjusted) _- 3, 168, 2 
1956 budget estimate : 23, O00. O00 
1956 House allowance : 18, 500 
Increase (+) or decrease (—) 1956 estimate over 1955 appropria- 

tion (adjusted +19, 831. 734 
Increase (+) or decrease (—) House allowance from 1956 estimate — 4, 500, 00 
Restoration requested 1, 500, 000 


AMENDMENT REQUESTED 


On page 4, line 21, strike out $18,500,000” and insert ‘$23,000,000’. 


HOUSE REPORT 


“Establishment of air-navigation facilities.—The bill includes $18,500,000 fo; 
this program for the coming fiscal year. While this is a decrease of $4,500,000 
in the budget estimate, it does provide an increase of $15,331,734 over fun 
for 1955, when adjustments for administrative costs are taken into account 
The committee feels this amount is adequate to meet the need for additional 
facilities on the Federal airways of the country m the coming year.” 


JUSTIFICATION 


This is a program for establishing and improving the national system o° 
navigation aids, air traffic control facilities, seronautical communications services 
and emergency landing fields as required for all-weather flight operations, Thi 
airways system provides air navigation assistance and traffic control for 
aircraft, private, airline and military, and is essential to our national air power 
and air commerce, 

The requested program for fiscal year 1956 includes improvements to the s) 
tem and substantial items of new equipments needed to meet the growing volum 
of air traffic by removing bottlenecks in the flow of traffic particularly near 
congested terminal areas. It is important that the system be able to handle 
the flow of traffic on an uninterrupted basis for reasons of safety, cost of operat- 
ing aircraft, and improving the regularity of flight schedules. The problem of 
en route delays is accentuated by use of high-performance aircraft such as jets 
and turboprops now in extensive use by the military and being adapted to 
air-carrier operations. Restoration of $4,500,000 to this program is requested 
to enable the procurement of equipment and facilities now needed in the system. 

Considering the overall needs of aviation, in its present state of development 
it appears that within the funds allowed by the House, it will be necessary t 
eliminate from the planned program $1,318,400 to establish distance-measuring 
equipment at 55 very high frequency omniranges, and $3,181,600 to establis! 
30 secondary radar facilities. These equipments will provide for continuous 
positive navigation of aircraft under instrument conditions, thus reducing th 
amount of air space that need be reserved for individual aircraft and in tum 
increasing the capacity of the system by handling more aircraft movements. 

Distance-measuring equipment operates in conjunction with the very hig! 
frequency omnirange and provides the pilot with information as to the distanc 
he is from a radio range on the ground. Having accurate distance and direction 
information from a selected omnirange-distance measuring equipment facility, 
the pilot positively determines the location of his aircraft for navigation and 
more aircraft can safely be handled by the air traffic control system. The 
units requested would provide this equipment at all omniranges planned through 
1956. 

Secondary radar ground equipment operates in conjunction with radar safety 
beacons installed in aircraft. Signals from the secondary radar on the ground 
are received by the airborne radar safety beacon which, in turn, emits a signal 
for transmission back to the secondary radar receiver. By this means, positive 
identification by the ground controller of aircraft is obtained through the coding 
feature of the system permitting the safe and expeditious movement of air traffic. 
Within the amount allowed by the House, the agency would be able to obtain 
only 22 of 52 needed units. 
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The air carrier industry, whose aircraft contribute materially to the saturation 
{ air space at major air terminals, has indicated willingness to procure and 
install the airborne units required to complete this system as soon as possible. 
In that the adoption and use of secondary radar facilities will increase the traffic 
handling capacity of the Federal airways system and to establish the equipments 
on a nationwide basis will reduce the unit cost of the ground facilities by about 
35.600 each, it is considered advisable to proceed as rapidly as possible with the 
procurement and installation of the planned 52 units. 


MAINTENANCE AND OPERATION, WASHINGTON NATIONAL AIRPORT 
(House hearings, pp. 298-301) 
(P. 5, line 19, of H. R. 6367 as reported) 


1955 appropriation $1, 350, 000 
1956 budget estimate 1, 415, 000 
1956 House allowance 1, 350, 000 
increase (+) or decrease (—), 1956 estimate over 1955 appropriation + 65, 000 
Increase (+) or decrease (—), House allowance from 1956 estimate — 65, 000 
Restoration requested 65, 000 


AMENDMENT REQUESTED 


On page 5, line 24, strike out: ‘'51,350,000” and insert $1,415,000”. 


HOUSE REPORT 


‘Washington National Airport.—The committee recommends an appropriation 
of $1,350,000 for maintenance and operation of the airport during 1956. This is 
a decrease of $65,000 in the budget estimate, but will permit the continuation of 
its operations at the same level as authorized for 1955.” 


JUSTIFICATION 


To maintain and operate Washington National Airport in fiscal year 1956 at 
minimum cost under present use conditions with adequate protection of the 
property and personnel using the airport, additional funds will be required. 

The request is $65,000 above the 1955 cost and does not provide for additional 
manpower even though service requirements will be increased by the full-year 
operation of the terminal building finger structure and the part-year use of 
enlarged baggage handling facilities. 

The requested increase includes $45,000 for employee fringe benefits; and 
$20,000 for electric energy for the new finger building and baggage room, increased 
rates for sewage disposal fixed by Arlington County, Va., and a small amount 
of special maintenance. 

These increased costs are primarily fixed charges either for meeting statuory 
pay costs or mandatory increases in rates for other objects of expenditure. Con- 
sequently, the reduction will result in the elimination of 14 positions required for 
general maintenance and repair. The passenger traffic at the Washington Na- 
tional Airport has increased 48.6 percent over the past 5 vears without any increase 
n the number of personnel required to keep facilities in good repair. This in- 
creased traffic has created additional requirements in structural maintenance, 
plant expansion, and facility cleaning and servicing. The airport is currently 
operating on a basis of repairing facilities as they break down as distinguished from 
the desirable basis of preventive maintenance. To safeguard the Government’s 
investment and provide the users of the airport with adequate service, restoration 
of the $65,000 is requested. 


MAINTENANCE AND OPERATION OF PusLic ArrRports, TERRITORY OF ALASKA 
(House hearings, pp. 305-307) 


(P. 6, line 5, of H. R. 6367 as reported) 
1955 appropriation . Bre $600, 000 
1956 budget estimate ___ __- 5 : 750, 000 
1956 House allowance 3 600, 000 
Increase (+) or decrease (—) 1956 estimate over 1955 appropriation__ + 150, 000 
Increase (+) or decrease (—) House allowance from 1956 estimate... — 150, 000 
testoration requested_ ir eeeres Kes shan a Soe 150, 000 
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AMENDMENT REQUESTED 


On page 6, line 10, strike out $600,000” and insert ‘$750, 000”. 


HOUSE REPORT 


“Alaska airports.—An appropriation of $600,000 is recommended for mainte- 
nance and operation of the Anchorage and Fairbanks airports during the coming 
fiscal year. This is a reduction of $150,000 in the 1956 budget estimate, but this 
amount will provide adequate funds to permit the airports to continue operatio; 
at the 1955 level.” 

JUSTIFICATION 


To provide heat and electricity for the airport terminal buildings at Anchor 
and Fairbanks, Alaska, meet requirements for overtime pay, conversion of CP\ 
positions to wage board rates, and provide for employee leave travel as authoriz 
by Public Laws 763 and 737 of the 88d Congress, restoration of $150,000 to + 
appropriation is requested. 

As an interim device to be used only until funds could be obtained throug 
appropriation process, agreements have been reached with tenants at the airy 
terminals to provide heat and electricity. Under this arrangement, offset 
deductions are made against the tenants rent and the use of this procedure i 
clearly authorized by Federal law and regulation. The only alternative 
use of the procedure is to discontinue the Government operation of the feder: 
constructed airport facilities at one of the locations. 

Of the $150,000 requested, $135,000 is for utility costs and through the 1 
posed course of action, additional revenues could be collected which would amo 
to $175,000, or a net gain in revenues to the Treasury of approximately $40,000 

Funds are also needed for increased costs for overtime, as in these area 
ployees work a 48-hour week in order to hold to a minimum the staffing 
In addition, funds are required as a result of the conversion of positions former! 
classified as CPC under the civil-service schedule to wage board rates and pern 
emplovee leave travel. These latter benefits were authorized by Publie 1. 
763 and 737 of the 838d Congress. The 1956 estimate of $750,000 will fina: 
the full cost of operating the Anchorage and Fairbanks airports and under th: 
planned program it is estimated that revenues collected in return to the Treasur 
would amount to $780,172, or substantially more than the annual cost of operat 


AtRk NAVIGATION DEVELOPMENT 
(House hearings, pp. 308-322) 


(P. 6, line 11, of H. R. 6367 as reported) 
1955 appropriation aS : aeate __ $1, 050, 000 
1956 budget estimate _ _ - : _ 2, 000, 000 
1956 House allowance 1, 050, 000 
Increase (+) or decrease (—) 1956 estimate over 1955 appropriation. +950, 000 
Increase (+) or decrease (—) House allowance from 1956 estimate... —950, 000 
Restoration requested 950, 000 


AMENDMENTS REQUESTED 


(1) On page 6, line 20, strike out ‘‘$50,000” and insert ‘‘$175,000’’. 
(2) On page 6, line 20, strike out $1,050,000” and insert ‘$2,000,000’. 


HOUSE REPORT 


“Air navigation development.—The committee recommends $1,050,000 for 1956 
a reduction of $950,000 in the budget estimates. It believes that this amount, 
which is the same as that appropriated for the fiscal year 1955, is adequate to per- 
mit satisfactory continuation of this program.” 


JUSTIFICATION 


Administration.—During fiscal year 1955 the Departments of the Army, Navy, 
and Air Force each contributed a share of the administrative funds with the 
understanding that the Department of Commerce would provide the funds 
required for the fiscal year 1956. This is in accordance with the charter of the 
Air Navigation Development Board. The Departments of the Army, Navy, and 
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\ir Foree have not included administrative funds for the Board in their fiscal year 
(056 budget estimates, and if required to contribute as during the fiscal vear 1955, 
» military departments will be required to again divert funds. If the $175,000 
< not provided to the Department of Commerce appropriation, additional admin- 
istrative effort and expenses will be required by the various departments concerned 
‘o handle the multiple accounts. In the interest of economical and sound manage- 
_ $175,009 for administration is requested under the appropriation head ‘‘Air 
\avigation Development.’’? By providing one fund for administrative expenses 
management of the Board would be strengthened and therefore, it would be 
the interest of the Government. 

Projects.—The effect of the reduction of $825,000 for project funds by the 
» requires that the projects program be reduced fundwise approximately 50 
nt. However, the application of this reduction cannot be accurately 
ired in funds as the reduction has its emphasis on projects scheduled for 
ition during the fiseal vear 1956, some of which must now be curtailed and in 
cases new projects completely eliminated. 

During the Korean hostilities, the problem of developing a common system 

s set aside in favor of accelerated military developments. The result was that 

artime aircraft development proceeded at an accelerated rate but navigation and 

raffie control facilities, already incapable of adequately handling the newer 
ift and increased traffic, became so obsolescent as to threaten our military 
rity and growth of civil aviation. During this time, no new developments 

peared in the field. The effect was a curious anachronism in that the most 
vanced means of transportation (air transportation) now uses outdated tech- 
ies of traffic control and navigation. 
In 1954, in order to cope with this problem, the Air Navigation Development 
Board was revitalized and organized on a higher plane. The new Board called for 
d approved a budget for 1956 including approximately $2 million by the 
Department of Commerce. House of Representatives appropriation action has 
lueed this figure to $1,050,000. This represents a level even lower than that 
appropriated during the Korean emergency when the common system develop- 
nt was marking time. The proposed program is considered necessary in view 

f the following facts now existing: 

1) A rapidly expanding population and air traffic; 

b) Rapidly increasing performance of jet and turboprop aircraft; 

c) Recent resolution of conflicts in air navigation between military and civil 
ments which call for urgent development along lines recommended by the 

Harris subcommittee of the House Committee on Interstate and Foreign Com- 


neree 


n 


d) The growing disparity between the requirements of the common system 
and the means to develop and implement them; 
The obvious lack of adequate development effort in the past & years. 

It takes 5 to 10 years to develop a simple airborne navigation device. If the 
leans are not made available today for the development of the common system, 

e air traffie situation in the United States in the 1960-70 decade will be chactie. 
This will not only be catastrophic to our national economy but will have an adverse 
effect on the defense of the United States. 

It is, therefore, earnestly recommended that the $825,000 reduction in project 
funds and $125,000 in administrative funds be restored. 

Senator Hotianp. Is there anything further? 

Mr. NrEuson. I think that is all, Mr. Chairman, on the CAA. 

' ; 3 va : oS 

Senator HoLLanp. Next is Assistant Secretary Teetor, covering 
the domestic affairs area. He is here to make a general statement with 
respect to his areas. 


STATEMENT OF LOTHAIR TEETOR, ASSISTANT SECRETARY FOR 
DOMESTIC AFFAIRS, DEPARTMENT OF COMMERCE 


PREPARED STATEMENT 


Senator HoLLanpb. I understand you are responsible under your 
departmental organization for operations in the Census Bureau, 
Business and Defense Services Administration, and the Office of Busi- 
ness Economics. 
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Mr. Trretor. That is correct. 

Senator HoLLtanp. Do you wish to place a general statement in the 
record and highlight it, or do you wish to take up the three services 
independently and separately? 

Mr. Terror. I would like to place a general statement in the rec ord, 
Mr. Chairman. 

On May 25 I appeared here and made a preliminary statement, 
so pe rhaps it is not necessary to make another preliminary statement 
covering all of the departments in detail as I did at that time. 

(The statement referred to follows:) 


GENERAL STATEMENT BY LOTHAIR TEETOR, ASSISTANT SECRETARY Of 
COMMERCE FOR DomestTIc AFFAIRS 


In programs of the Department of Commerce under my direction, namely 
Bureau of the Census, Business and Defense Services Administration, and Office 
of Business Economics, restoration is requested in the amount of $3,557,000 over 
the House allowance. 

The basic issue involved in respect to this request is whether or not the Govern- 
ment has adequate information on which to base its major policy decisions. 
This question is of equal importance to the legislative branch as well as the execu- 
tive branch of our Government. 

Certainly, it is our responsibility to provide non-Government groups concerned 
with business, industry, and agriculture with pertinent information which is 
obtainable from the Government areas which I have mentioned. I feel certain 
that it is recognized that these groups are dependent in a large measure on Govern- 
ment activity in this field since they do not have in themselves the authorities 
and facilities to obtain much of the information required. 

The programs involved in this requested restoration consider the needs for 
basic information as expressed by the legislative and executive branches of our 
Government and all size businesses contributing to the progress of our national 
economy. 

I welcome the opportunity to discuss these programs with members of the 
Senate Appropriations Committee, and will submit to you what I believe to be 
the basic issues. 

BUREAU OF THE CENSUS 


In restoration of funds for the Bureau of the Census, the issues are whether 
certain urgently needed information not otherwise available and certain urgently 
needed improvements in reliability of existing information will be provided in its 
current reports; whether the reports from the Censuses of Business, Manufac- 
tures, and Mineral Industries will be issued in a timely manner; whether effort 
will be made to analyze the current housing and home building situation before 
serious trouble occurs; and whether advantage will be taken of opportunities to 
reduce operating costs of future censuses by adapting and developing recent 
technological advances for data processing in the electronic field. 

In addition to the needs for the individual programs mentioned by the Secretary 
of Commerce in his statement, I would like to mention that the continuation of 
the annual surveys of manufactures and retail trade are essential to maintain key 
economic measures such as the Federal Reserve Board’s Index of Industrial 
Production; the Commerce Department’s National Income and Gross National 
Product Series, and the Labor Department’s Wholesale Price Index and Output 
Per Man-Hour Series. In absence of the restoration no provision is made in the 
budget for these surveys. During the past vear, serious questions were raised as 
to the reliability of the official Government estimates of employment and un- 
employment provided by the Current Population Survey. Although the existing 
survey has been proved a useful instrument in reaching economic decisions, 
almost every group which has reviewed the statistics in recent vears has vigorously 
urged action to make them more reliable and effective. Restoration is also 
requested to permit compilation of State-by-State comparisons of the aggregate 
of State and local taxes, other revenues, expenditures, debt and assets in each of 
the States. No corresponding compilations have been made since 1942. Finally, 
under “‘Salaries and expenses,”’ is the restoration of funds for electronic equipment 
development. A decision not to allow this request will result in a delay in taking 
advantage of the tremendous technological advances now available to us. 
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The basie issue on restoration of funds for censuses of business, manufactures 
and mineral industries is whether we produce the results in a timely fashion. We 
have publicly committed ourselves to a significant acceleration in the publication 
of results, but will be unable to meet these commitments if the House reduction 
stands. 

The restoration of funds for the intercensal housing survey should depend on 
whether we have answers as to whether or not the national economy is threatened 
by overbuilding and whether or not the present volume of new housing construction 
ean be continued. These basic questions are being raised by construction and 
housing interests, by Government, financial agencies, and all others with a direet 
concern with the housing industry. We do not have the answers to these vital 
questions and will not have them until a comprehensive survey or complete census 
is conducted. 

BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


When I appeared before the House Appropriations Committee, I stressed the 
fact that the Business and Defense Services Administration was a focal point for 
the effective cooperation of Government with business. Further, I discussed this 
organization’s responsibility for industrial preparedness and the mobilization 
readiness programs. 

Within the framework of these responsibilities are two programs which I believe 
merit the attention of Congress. 

One is the need for an expanded program for the collection and analyses of con- 
struction statistics. We requested an estimated appropriation of $800,000 for 
this program; however, the House disallowed this item. 

The second proposal which is of equal importance to the needs of our economy 
is the area development program. We estimated an additional $250,000 to expand 
our service to communities needing on-the-spot technical advice from experts to 
be employed by the Department in the Area Development Division. This pro- 
posal was not agreed to by the House committee. 

secause I appreciate the fact that it is not sufficient to merely relate that these 
programs were not approved, I believe it becomes incumbent upon me to discuss 
in more detail each of these two programs. 

Considering the need for an expanded program for the collection and analyses 
of construction statistics, I unhesitatingly suggest the accurate and timely 
information is urgently needed by Government and the construction industry in 
respect to this, probably the largest single industry in the country. 

Many agree that such a survey is necessary, but question the possibility that 
the proposed survey overlaps the national and regional survey of housing proposed 
by the Bureau of the Census. I assure you this possibility does not exist and 
here is why. 

The amount of $500,000 is estimated in the Bureau of the Census which includes 
these items: Basie inventory change since 1950, occupancy and vacancy data, 
household composition, condition of plumbing facilities, and equipment and 
financial data. 

The $800,000 proposed for construction statistics program in BDSA will cover 
these items: Amount of new commercial, industrial, utility ete., and State and 
local government construction (monthly); amount of fixup work on all kinds of 
buildings (quarterly); volume of materials used in construction (one-time); and 
vacancy rates in metropolitan areas. 

You will note that the item occupaney and vacancy data appears in the Bureau 
of the Census, while vacancy rates in metropolitan areas, which might appear 
as an overlapping project, is an item in the BDSA list. This is explained by 
noting that the census item is for a national sample for which is requested arn 
amount of $6,300. Results of this survey will be valuable to the extent that the 
Government and the construction industry will be enlightened as to the general 
situation throughout the country. However, the BDSA vacancy rates in metro- 
politan areas item would allow for an expenditure of $60,000 to survey more 
thoroughly 15 metropolitan areas. It is important that percentage rates of 
vacancies in metropolitan areas be more accurate as it is in these areas where 
vacancy and construction problems can be of important significance. 

Furthermore, I wish to emphasize the fact that under our plan $60,000 of 
BDSA appropriation would be transferred to the Bureau of the Census to perform 
the survey and compilation which must proceed the evaluation of the statistical 
data, thus will insure the most economical use of the appropriated dollar. Ap- 
parently, such use has inadvertently suggested to some Members of the House 
that there was an overlap, which I sincerely hope is dispelled by this explanation. 
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The construction industry is made up of hundreds of thousands of small ests 
lishments; it operates in all sections of this Nation; it has great potential fo, 
expansion and contraction; it is an employment generating industry; it is partic- 
ularly susceptible to the effects of Government policy decisions and individua! 
Thus, the nature of the industry is such that essential facts about it must 
compiled by the Government. For these reasons I respectfully urge you 
consider the restoration of $800,000 for this project. 

The action of the House in failing to provide additional funds in the amount 
$250,000 for the Area Development Division will seriously damage a program of 
assistance to surplus labor areas. This program, which we initiated modest] 
on a pilot basis to assist these areas, has received unusually favorable suppor: 
The Eonomie Report of the President in January recommended strengthening 
this program. The Joint Committee on the Economie Report held hearings | 
the problems of spot unemployment in January 1955, and on the basis of 
testimony also recommended strengthening of the area development progran 
the unanimous report of that committee. 

Over the past year, the Area Development Division worked closely with devel- 
opment groups in labor surplus areas on many problems. A few examples ma 
be of interest. Some 47 communities in labor surplus areas were given on-the-spot 
technical assistance on many phases of their development programs. The D 
sion assisted several labor surplus areas in New England, Ohio, and Pennsyvlva 
in organizing and laying out industrial districts; development organizations 
throughout the country were kept informed of the successful development expe- 
riences of other communities, of growth industries, and of Federal progra 
helpful in local development. Also, firms in labor surplus areas, as well as firms 
in such potential areas, were assisted in setting up programs to locate new products 
to replace products for which markets are declining. 

The growing acceptance of this test program has increased the requests for as 
sistance from local areas to the point where the present budget of $120,000 
patently inadequate. We are unable, for example, to keep up with the many 
quests for on-the-spot technical asistance. We are not adequately informin 
exec: tives of the industries which are expanding of the industrial location advan- 
tages of labor surplus areas because we have not been able to compile suffici 
informatkon on the resource and other locational advantages of those areas. 
have been able to make only a small beginning on a program to assist compa 
to locate new products and new markets. We are not doing enough to 
these areas in identifying the types of industries most suitable to their particu 
local resources. We are not able to spend the time to inform communities of 
various kinds of Federal assistance already available and which could be helpf 
to them. These tasks and others warrant the modest expansion we are asking 


\ 


OFFICE OF BUSINESS ECONOMICS 


In respect to the Office of Business Economics budget estimate for 1958, 
would like to suggest first that this office has been progressively cut back during 
the past vears. From 1951 to 1955 allotment and appropriation for this servi 
were reduced from $1,111,000 to $900,000. Realizing that the important respon- 
sibility of this office is to provide basic economic measures of the national econo! 
it seems imperative that adequate appropriations be provided for fiscal vear 195t 
so that this funetion of our Government will be allowed the necessary funds 1 
carry out its responsibility. 

We are requesting an additional $100,000 to permit OBE to incorporate 1} 
results of the census of business and the census of manufactures into the natio 
accounts maintained by this office for the use of the business community. [ bh 
lieve that it is important that this work be accurate and timely if it is to serve i 
purpose to our Government and business, and I do not hesitate to state that 
assignment will fall by the wayside if we are not allowed necessary funds. 

Although I have not discussed every responsibility within these business areas 
which include vitally important information necessary to our country’s defens 
program, I can report that our program has heen effectively developed so that 
maximum service at Minimum cost is available to our Government and business 
whether this service will be employed to accelerate our activities during a time of 
national emergency or during a time of peace. 


Mr. Trrror. The subjects we would like to cover today are the 
cuts that were made by the House from our original requests. These 
deal principally with funds that are needed for essential records. 
I think we should emphasize in the very beginning that keeping the 
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vital records of this country is really big business. It is very important 
to Government and to business. 

Qur Nation’s planning is based on trends, and these records show 
: the trends. It is impossible to do intelligent planning unless we 

e the necessary records. I have no hesitancy in saying that some 
of our records are not good enough. Some records that we should 
have are not existent. 

Census Bureat 


STATEMENTS OF LOTHAIR TEETOR, ASSISTANT SECRETARY FOR 
DOMESTIC AFFAIRS; OSCAR H. NIELSON, DEPARTMENTAL 
BUDGET OFFICER, ROBERT W. BURGESS, DIRECTOR; A. ROSS 
ECKLER, DEPUTY DIRECTOR; HOWARD C. GRIEVES, ASSISTANT 
DIRECTOR, ECONOMIC; CONRAD TAEUBER, ASSISTANT DIREC- 
TOR, DEMOGRAPHIC; MORRIS H. HANSEN, ASSISTANT DIRECTOR 
OF STATISTICAL STANDARDS; LOWELL T. GALT, ASSISTANT 
DIRECTOR FOR OPERATIONS; WALTER L. KEHRES, ASSISTANT 
DIRECTOR FOR ADMINISTRATION; C. H. ALEXANDER, BUDGET 
OFFICER 


HOUSE REDUCTIONS 


Senator HoLLANb. Let us go into your divisions one by one.  Shaill 
we first take the Census Bureau? 

\Ir. Terror. | would like to take up Census first. The House 
reductions there amount to $2,855,000. The salaries and expenses 
amounted to $1,200,000, the census of agriculture, $500,000, the 
census of business, manufactures, and mineral industries is $655,000, 
and intercensal housing survey $500,000. In that group we feel that 
the census of agriculture cut of $500,000, is all right. We believe that 
we can finish that census, which is well underway now, for the amount 
that the House has allotted for that purpose. But the others we 
cannot, the census of business, manufactures, and minerals industries 

ud the mtercensal housing survey. 

Then there are other items which I want Dr. Burgess to tell you 

They are included in the $1,200,000, which we think are 
itinl to good records. We need them and we need them very 
badly. Dr. Burgess will tell you about those at this time. 

Senator HoLuANpb. All right, Doctor. 

Dr. BurGcess. Perhaps I can put in a record of my picture on this. 
Before coming a little over 2 years ago with the Government as 
Director of the Census, | was with a manufacturing company, the 
Western Electric Co. On the basis of that experience and my 2 years 
with the Census Bureau, I am very much concerned with these cuts 
which have been made after the Census Bureau had given very careful 
consideration to the needs, and after getting advice from a number of 
other organizations in the Government and advisory committees out- 
side, which I think all agreed with us that these were important items. 

| think you have in hand the justifications statement for the Com- 
merce Department. There is a breakdown at the top of page 5 listing 
the items, starting with annual retail trade report, $91,500; annual 
survey of manufactures, $270,400; expanded current population sur- 
vey, $538,100; biennial survey of State and local governments, 
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$100,000; electronic equipment development, $200,000; making a total 
of $1,200,000. This is all under “Salaries and expenses.” 

The nature of these needs varies a little for different items. The 
first two items are those that we want to consider part of our regular 
program, although they have not, for technical reasons, been included 
in the salaries and expenses budget. 

In the appropriation for fiscal year 1955, these surveys covering 
the year 1954 were replaced, the first one by the business census, 
which includes a census of retail trade, and the second one by the 
census of manufactures. These censuses come every 5 years, accord- 
ing to schedule, and are on a much larger scale than the surveys. 

The annual retail trade survey gives basic information that we need 
on the inventories and credit conditions in the retail trade area 

The annual survey of manufactures is a summary like the census of 
manufactures but not so detailed. It includes 40,000 manufacturing 
establishments rather than nearly 300,000 included in the census, but 
it is essential. 

| have a memorandum from the Office of Defense Mobilization. 
signed by Mr. Flemming, which emphasizes what he said a year ago. 
This discusses preattack prediction and postattack assessment. of 
bomb damage in the United States. They need this manufacturing 
information up to date. It is available primarily from the census of 
manufactures, but kept up to date annually by the survey. I would 
like to submit here, if I may, this letter, for the record. This is a 
carbon that was sent to me. 


LETTER FROM DIRECTOR OF OFFICE DEFENSE MOBILIZATION 


Senator HoLLanp. The letter dated June 1, from Mr. Arthur S. 
Flemming, Director of the Office of Defense Mobilization, to the 
Secretary of Commerce, will be included in the record. 

(The letter referred to follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., June 1, 1955. 
Hon. SIncLAIR WEEKS, 
Secretary of Commerce, Washington 25, D. C. 

Dear Mr. Secretary: As you know, the Office of Defense Mobilization is 
sponsoring a governmentwide program having as its purpose the development of 
a capability for preattack prediction and postattack assessment of bomb damage 
to the United States. 

Preattack predictions of the effects of attacks under varying assumptions will 
provide bases for Cabinet-level relocation exercises; formulation and feasibilit; 
testing of other measures designed to assure continuity of Government, formula- 
tion and testing of policies and programs for reduction of urban and regional 
vulnerability, industrial defense mobilization planning, review and establishment 
of long-term stockpile objectives and programs, and review and establishment of 
manpower programs. 

Postattack assessments of actual damage would provide bases for emergency 
measures to assure continuity of Government, short-term programs for maxi- 
mizing the production of the most essential military end-items, consistent with 
minimum civilian requirements, and longer-term reprograming of defense mobili- 
zation within the new framework of capabilities. 

Among the most important data for both preattack predictions and postattack 
assessments of bomb damage are current data on the locations, capacities, 
vulnerabilities, and flexibilities of our productive resources. 

The census of manufactures is our most valuable source for these data. It is 
hoped that in the planning stage for the next annual survey of manufactures you 
will consider changes in forms and units of reporting including provision for more 
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adequate location data in order to make this survey an even more reliable founda- 
tion for damage prediction and assessment, and, therefore, for defense mobilization 
planning. 
Sincerely yours, 
ARTHUR 8S. FLEMMING, Director. 


SPOT CHECK APPROPRATIONS 


_ Dr. Burcess. Those two items, as I say, on the survey basis, are 
not being taken in the current fiscal year, covering the calendar year 
1954, because the census has come in for that year. In the yea 
before that, that is to say in the fiscal year 1954 covering obacar 
1953, we had $1.5 million of special appropriations that we called the 
spot check appropriations that were given to us in place of the census 
that was supposed to come in. 

Prior to that, the annual survey of manufactures has been taken 
every year since 1949, but the funds were by transfer from the 
National Security Resources Board, NPA, or some other way, rather 
than part of our direct salaries and expenses. We believe it should 
be in here. 

CURRENT POPULATION SURVEY 


The third item, the largest item, the expanded current population 
survey, is the basis for the current reports on employment and unem- 
ployment, covering the whole country. It is announced to the publie 
each month in the form of a joint report of the Departments of Com- 
merece and Labor. It contains our figures on employment covering 
agricultural and nonagricultural employment, supplemented with 
certain figures obtained from establishments by the Bureau of Labor 
Statistics. These reports are based on a survey of households, an 
actual enumeration. 

About a vear and a half ago, we enlarged our sample for this survey, 
or spread it out over a broader fie Id, and we had some changes in the 
unemployment level which bothered people. We had a special study 
made of that by a committee, Mr. Stephen of Princeton being the 
chairman. The recommendations were that we should do something 
about making sure of our quality, that our enumeration be done so 
as to assure reliable results, and that we should double the size of the 
sample to get more reliability. We have a letter which will come in 
later from Dr. Burns, of the Council of Economie Advisers, who values 
very highly the results of the current population survey on employ- 
ment and unemployment. 

The doubling of the size will also give us better breakdowns of the 
figures; for instance, by broad areas of the country, those that are 
employed less than 35 hours per week, and the distribution of the 
unemployed by the period of time for which they have been unem- 
ployed, and so on. We can definitely get more reliable results by 
having a larger sample. 


BIENNIAL SURVEY OF STATE AND LOCAL GOVERNMENTS 


On the biennial survey of State and local governments, there is 
included the first part of the survey, which would run a little into the 
subsequent year. That would give us figures on income, expenditures, 
and debts for each State. It is not a complete census, but we will 


63332—55——32 
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have enough of the 115,000 governments in the United States selecte 
carefully enough to get the main results in those figures. 

Senator HoLtianp. That is an innovation, is it not, in your census 
It has not been carried on before? 

Dr. Burcess. The law calls for a complete census of State and loc, 
rovernments once every 5 years, but it has not been taken. In th, 
latest vear, funds were made available to get it started but not 
finish it. Some results came out. But this item before us is ney 
a biennial survey. The recommendations of our Intensive Revie 
Committee, sometimes called the Watkins committee, were that w, 
should adopt the schedule of having a census in this area once ever 
10 vears, and every 2 years in between we would have a biennial sury, 
to get the main figures, partly on a sample basis. 

Senator HoLtLtanp. This would not be contemplated as an annu: 


SUI'VeYV. 


ADVISORY COMMITTEE ON GOVERNMENT STATISTICS 


Dr. Burerss. No; it would be every 2 vears that you would hay 
such a survey. This will cover the vear 1955, and when you con 
the vear 1957, that would be the year to have the full census. \W 
have, as a matter of fact, a Census Advisory Committee on State an 
Local Governments Statistics, which strongly urged carrying throug 
this schedule as suggested. 

This resolution was dated November 5, 1954. I think it would hel; 
to clarify matters if this could be put into the record also. 

Senator Hotuanp. It will be placed into the record. It is a resolu- 
tion adopted by the Census Advisory Committee on State and Loca 
Governments Statistics. 

‘The resolution referred to follows:) 


UTION ApopTep BY CENSUS ADVISORY COMMITTEE ON STATE AND 
GOVERNMENT STATISTICS, NOVEMBER 5, 1954 


{ 
i 


inder existing law a comprehensive census of governments is t 
v 5 years, but none has been taken since 1942 because the necessar 
not made available; and 
Whereas the results from the 1957 Census of Governments will not be availa 
for 4 or 5 vears; and 
Whereas information on fiscal operations of State and local governme! 
portant to facilitate policy decisions on taxation and appropriations by Feder 
State, and local authorities: Now therefore be it 
Res d, That the committee recommend budgetary provision in fiseal 
ra State-by-State survey of State and local government finances showing ! 
statistical data for revenue, expenditures, and debt, in terms of statewide ag 
gates for State and local fiscal vears ending in 1955, primarily because: 
1. The statistical product will fill the most important present gap in data wi 
the traditional Bureau program in the field of government statistics. 
2. It will lay a technical groundwork for the conduct of the comprehe: 
census of governments in 1957. 


1) 
i 


3. Experience gained from conducting the sample survey can be expected t 

ield savings in later comprehensive census operations well in excess of cost of t! 
initial sample project 

Resolution adopted by unanimous vote of the following committee mem! 
present at the meeting: 


Chairman Welles A. Gray, secretary, committee on governmental expendi 
tures, United States Chamber of Commerce. 

Harry Betters, for Paul V. Betters, executive director, United States C 
ference of Mavors. 

Day id M. Ellinwood, vice president, Moody's Investors Service. 
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Roger A. Freeman, special assistant to the Governor, executive department, 
state of Washington. 

Leslie M. Gravlin, director, Governmental Research Institute, Ine. 

Luther Gulick, city adininistrator, city of New York. 

James W. Martin, director, Bureau of Business Research, University of 
Kentueky. 

Creorge W. Mitchell, vice president for research, Federal Reserve Bank 
Chicago. 


MUNICIPAL FINANCE OFFICERS ASSOCIATION 


Senator HoLLanp. We also have a communication from the Mu- 
ipal Finance Officers Association, attached to a letter dated May 24, 
om Joseph F. Clark, executive director-secretary, addressed to the 
airman and members of this subcommittee. We will place both of 
ose letters in the record at this time. 
The letters referred to follow:) 


MUNICIPAL FINANCE OFFICERS ASSOCIATION 
OF THE UNITED STATES AND CANADA, 
Chicago, [ll., May 24, 1955. 
\IEMBERS OF THE APPROPRIATIONS SUBCOMMITTEE, UNITED STATES SENATE: 
Hlon. SPESSARD L.. HOLLAND, chairman, 
Hon. ALLEN J. ELLENDER, SR., 
Hon. HARLEY MM. KILGORE, 
Hfton. WARREN G. MAGNUSON, 
Hon. JOHN STENNIS, 
Hon. EARLE C. CLEMENTs, 
Hon. MARGARET CHASE SMITH, 
Hon. SryLes BRIDGEs, 
WILLIAM L. KNOWLAND, 
EpwarRp J. THy®k, 
n. CHARLES E. Porrer, 
, Cae A AYDEN, chairman of the full commutlee, 
Senate Office Building, Washington, D. C. 


HONORABLE MEMBERS: Attached hereto is a true copy of a resolution, adopted 
t+, 1955, during the 49th annual conference of this association held at New 
eans, La. 
e Municipal Finance Officers Association of the United States and Canada 
prises over 2,600 members who are finance officers and other publie officials 
al governmental units located in all 48 States, also representing State gov- 
ments, also in the 10 Canadian provinces and in the Territories of the United 
ates including Alaska, Guam, Hawaii, the Commonwealth of Puerto Rico, and 
ther governmental subdivisions. As is indicated in the text of the resolution, 
lic officials in administrative and policy making positions need to have a valid 
sus of governments of the widest possible scope to make effective use of data 
can be produced by such census. 
it is hoped the members of the Senate Appropriations Committee and members 
the Appropriations Subcommittee will likewise deem it not only desirable but 
essary to provide sufficient moneys to effectively conduct the 1957 Census 
Governments. Thank you. 
Respectfully submitted. 
JoserH F. Cuark, Executive Director-Secretary. 


SOLUTION OF MUNICIPAL FINANCE OFFICERS ASSOCIATION OF THE UNITED 
STATES AND CANADA 


Whereas the United States Bureau of the Census is now considering how to 
st effectively conduct the 1957 census of governments; and 

Whereas the members of this association regard a census of governments to be 
great value and believe such census should cover the widest possible scope 


ecause the results are immensely useful to finance officers and other public 
ficials in administrative and policymaking positions at all governmental levels 


the United States and Canada; and 
Whereas while present Federal legislation provides for a 1957 census of govern- 
nts, it is equally important that the Cong appropriate and make available 
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to the Census Bureau sufficient moneys to effectively implement this large anq 
very imrortant source of information to all public officials: Therefore, be it 

Resolved, That the members of the Municipal Finance Officers Association of 
the United States and Canada, assembled at its 49th annual conference in Ney 
Orleans, La., hereby respectfully request that the appropriate committees and 
subcommittees of the United States Congress recommend and urge that sufficient 
moneys be provided for the purposes herein described. 


ELECTRONIC EQUIPMENT DEVELOPMENT 


Senator HoLLAND. You may proceed. 

Dr. Burcess. The fifth item in the amount we are asking for 
restoration is the item for electronic equipment development. Ouy 
experience with the electronic computer, the UNIVAC, indicates we 
make savings and gains in time by having the latest electronic equip- 
ment, especially adapted to census purposes. We would like to have 
some funds to secure from the experts in that area, either the liurge 
companies or special contractors and engineers, special studies to 
develop further equipment, so that when we get, notably, to the big 
census of population and housing coming along in 1960, we will have 
the equipment which will save the expenses of development many 
times over when we get it in. . 

Senator Hotianp. Is this item of $200,000 for the further develop- 
ment of electronic tabulating equipment? 

Dr. Burasss. Yes. 

Senator HoLttanp. Do you mean for experimental purposes in that 
field, or to purchase new equipment? 


CONTRACTS FOR SPECIAL STUDIES 


Dr. Burcess. Well, we will purchase the development work in that. 
That is, we will engage and make contracts with companies or with 
the individual engineers to carry on special studies along the lines 
that we believe will be helpful. There has to be special effort applied 
along the lines we believe we need. 


TOTAL UNIVAC MACHINES IN SERVICE 


Senator Hottanp. How many UNIVAC machines do you now 
have? 

Dr. Burasss. We now have two in service. 

Senator Hottanp. What does one such machine cost installed? 

Dr. Burcuss. It comes around $900,000, I think. Mr. Hansen is 
our expert on that. 

Mr. Hansen. That is about right. 

Dr. Burcess. There is a variation of how many reels of tape you 
get with it and the supplementary equipment, the printer, and so on. 
But $900,000 is a good figure. 

Senator HoLianp. If that is the case, this item that you have here 
does not involve any such new machines, does it? 

Dr. Burcuss. Not right away; no. There are improvements in 
the UNIVAC and other electronic equipment that the people are 
making, and this is to steer some of those improvements so that they 
will help us out especially, rather than be merely for general purposes. 

Senator HoLttanp. Do you mean they would be reflected in new 
gadgets on your UNIVACS? 
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Dr. Buraess. It might be that. It might be making the next 
electronic computer that comes along that much better and more 
eonomical for our purposes. 

Mr. Hansen. If I might add, there, the general purpose develop- 
ments that are taking place on electronic computers are going to be 
utilized and will be exceedingly worthwhile in the census program. 
But to the extent that we can get some specialized developments as 
auxiliary to these general purpose developments, we believe there are 
prospects for very major gains in the applications to our work, espe- 
cially in connection with these coming major censuses. As the Direc- 
tor indicated, if we can get these special developments, along with the 
seneral developments that are taking place commercially, we think 
the return in speeding up the censuses and reducing their cost will be 
many times the cost that we incur for that special developme nt work 
now. But we have to make that investment now in order for these 
developments to be available in time for use in these major censuses 
that are coming. 

CENSUS METHODS 


Senator HoLtanp. When Secretary Weeks was here testifying, he 
stated, as you have again stated today, that you are prepared to 
take this half million dollar cut from the agriculture census activity. 
But I have understood you to state that you cannot absorb any cut 
on the business census, and in fact you want restorations. Are the 
methods you follow so different as applied to business and agriculture 
that the possibility of saving on one does not reflect some such pos- 
sibility in the other? 

Dr. Burasss. They are different propositions; that is, the agri- 


culture census is being done primarily on the old style tabulating 
equipment. There are some special things done on the U NIVAG 
This census involves an enormous enumeration job in the field. We 


had to send persons around to all the 5,200,000-odd farms, and to 
some places that we thought might be found to be farms. That job 
was pretty hard to estimate, and we did come out better than we 
thought we would. 

We are not sending enumerators around for the business census, 
but are carrying it out by mail this time. On the business censuses, 
since are using new methods, we are having to feel our way along 
on ies ‘ve aii methods as we work. 

Senator HoLLAND. Are vou using letters to businesses? 

Dr. BurGcess. Letters to business concerns; ves. 

Senator HoLtLANb. Why can you not make the savings there that 


you are making in the agricultural census? 


Mr. Grieves. These censuses were last taken in 1947 for manu- 
facturers and 1948 for business. Using the methods then employed 
would have cost approximately $19 million today at present prices. 
We submitted estimates for only slightly over $13 million. There is 
a saving of nearly a third over the last time around, anticipating the 
benefits of the new methods. ‘That $13 million was an extremely 
tight budget, representing a very drastic cut from the most recent 
previous attempt to cover these fields. There is nothing that has 
developed since we submitted our original estimates that suggests we 
can save more than contained in our original estimate. In other 
words, we started with a very major saving, and we are trying very 
hard to complete the job within that limited budget. 
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Senator HoLttanp. I am not sure I understand you at all. | 
not see, with a nationwide census in agriculture, a nationwide censys 
in business, they are both going to be of my value in their 
equally accurate, and the coverage equally great, why it is that 
find it impossible to make any saving in one, whereas in the oj 
vou make a very sizable saving. 

\ir. Grinves. The saving from the last censuses in the field of | 
ness and manufactures was much larger than it was in the agriculty 
census due to the use of UNIVAC and other new procedures.  T 
is What I was trying to say, that the starting budget for busines 
manufactures was comparatively low compared to agriculture. 

Dr. Burcess. We got $16 million in the current year for agri 
and we were asking for $6 million making a total of $22 millio 
agriculture, and our total for business censuses was $13 million,  * 
are not comparable. That is, if we had taken the business cei 
by the old methods of sending out wings ors, and so forth, we 
have been up nearer S18 million, not at the total we are requul 
agriculture but quite a bit more. 

Senator HoLtuaANpb. | am not sure that the statements th 
vou made make a clear combination. One of vou, if 1 unders 
vou, states ths at the reason that you have the saving in hain 
that vou cut it down to its present level some time ago, and 
therefore have a modern and up-to-date service there which 
eannot reduce. It is already cheaper, proportionately, than 
culture, whereas in the case of agriculture you have not gotten ai 
to that modern up-to-date organization. 

Dr. BurGcess. There is more than having gotten around 
That is, if we were able to take a mail census of agriculture, we ! 
find a way of cutting it down. There are difficulties. I think 
ask Mr. Taeuber, the Assistant Director in charge, if he can comn 
on that. 

Mr. Tarusen. First, at the time the census in agricultur 
planned, we found we had to send enumerators to every farm 
could not, as was done in the census of business and manufacttres 
find a mailing list ready for use from other administrative records 
So we had to use the same methods that we had used before. 

Second, at the time the census of agriculture was planned, we he 
assurance that we could have done that job on UNIVAC. We had only 
one such machine on hand at that time, and the prospects for gett 
additional equipment of that sort were so uncertain for a job as lar r 
as this that we had to use the same methods, essentially, and the sam 
mechanical tabulating methods, that were used in the 1950 census « 
agriculture. We built our estimates on that assumption and | 
proceeded in that way. 


USE OF UNIVAC ON AGRICULTURE CENSUS 


Senator HoLuanp. Have you now found that you can use UNIV AC 
on agriculture? 

Mr. Taruper. We have no equipment that would handle this job 
now, because the equipment which we have is all tied up for the eco- 
nomic censuses. We could not do both censuses on UNIVAC and we 
could not have shifted agriculture when it became clear that the 
additional equipment which is now being used for the economic cen- 





COMMERCE AND RELATED AGENCIES, 1956 501 


fF yses would become available. We had already gone too far on 

criculture since we took that enumeration last fall, and the planning 
had to be done during the summer and the fall. 

ae only way we c an carry the two, side by side, with the equipment 

at is available now is to do exactly ‘what we are doing, to ear ry one 
in the tabulating equipment that has been used before, and to Carry 
the other on the electronic equipment as we are doing. 

Senator HoLLANp. Does it cost more to arry the one on the 
electronic equipment? 

\lr. TaruBer. No, it costs less. 

Senator HoLLANb. You are —— to take the cut on agriculture 

it not willing to take it on the business census. 

TAEUBER. Sir, the difference there is that the census of agri- 
lture is somewhat further along. We see more clearly today where 
estand in relation to the costs, particularly the big field cost. That 

s behind us. When these budgets were prepared, that was still 
head of us. We did not know whether we would enumerate 5,200,000 
rms or 5,500,000 farms, which is approximately the 1950 figure. 
We had to be prepared for the larger number. 
senator HoLLAND. How many were there, approximately? 


TOTAL FARMS COUNTED 


\Ir. Tarusper. We counted approximately 5,200,000. We made 
saving in the field there. We were able to accomplish some effi- 
encies in the fieldwork which were developed as we went along. 
Senator HoLtLaNnpb. In other words, you found 300,000 less farms 
than you had in the last agriculture census, is that it 


» 

Mr. Taruser. That is right. 

Senator HoLianp. It is because of the smaller volume of farms 
that you are able to absorb the cuts in the agricultural census, is that 


») 
1 


Mr. TaruBer. That is very largely it. 

Senator Hottanp. Then what does it have to do with the question 
of whether it is done by UNIVAC or by the old method? 

Mr. Taruper. This saving has nothing to do with that. 

Senator HoLuanp. I understood some of the witnesses to say that 
the reason you can make a saving in one and cannot in the othe i 1S 
because they are carried under those different proceedings, one by the 
electronic equipment method and the other by the old- Bao 
me ‘thod. 

Now it develops that the real reason is that you found 300,000 fewer 
farms than you expected. 

Mr. TaruBer. We believe if the equipment were available and we 
had time to program the work for the census of agriculture for elec- 
tronic equipment as we hope to do for 1960, we believe there would be 
further savings. 

Mr. Hansen. We budgeted the census of agriculture and are 
carrying it through on regular punched card equipment, and conse- 
quently did not show a reduction for the use of electronic equipment 
or other new methods. On the economic censuses, we did reflect sub- 
stantial savings in the budget, because of new methods. This ex- 
planation about UNIVAC versus not UNIVAC has to do with the 


reason why we showed a big reduction in the original budget in the 
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appropriation for the economic censuses but did not show it for the 
agriculture census. 

Senator HoLLanp. It does not show why you can take the $500,009 
cut in agriculture. If I understand that, the real reason why you can 
do that, it is because you found 300,000 less farms. Is that correct 
or not? 

Mr. Hansen. That is the primary reason. 

Mr. Grieves. The counterpart is that we have not found any 
fewer manufacturing and business establishments. 

Senator HoLLaNnp. You have not found any reduction in the num- 
ber of manufacturers and businesses? 

Mr. Grieves. No, sir. We will probably enumerate more than 
last time. 

Mr. Tretor. Another thing, these economic censuses are smaller 
censuses than the agricultural census, and you can make a much more 
accurate estimate, I think, of the smaller job. 


USE OF LETTER RETURN SYSTEM 


Senator Hotitanp. Now, let us come back to the other reason that 
you advanced awhile ago. What part does the reduction have in the 
use of the letter return system which was used, vou say, as to one of the 
fields that you took a census of. Which field did you use that system 
in? 

Mr. Gritves. Manufactures and business. 

Senator HoLianp. Just where does that play a part in the fact that 
you require a restoration? 

Dr. BurGcsss. It does not affect that. 

Senator HoLLANp. Why was it mentioned? 

Mr. Grirves. The question that was raised was why does one 
estimate show a big reduction from the cost of the previous census, 
and that was the explanation. 

Senator HoLLanp. You see, we happen to be only laymen in this 
field, and vou have to be very plain in your statements if you wish 
to be understood by us. Frankly, I see no relation between the 
statement you made there and the question of whether or not you 
need a restoration, or take a cut without restoration. 

Mr. Grieves. I am simply trving to make the point that we had 
set up for ourselves a very challenging task, to make about a one- 
third reduction in cost by changed procedures from the last time 
the economic census job was done, and that nothing has developed 
since we started the project to lead us to believe that we underesti- 
mated the saving. 

In other words, realistically, right today, we are having to really 
sweat it out to see our way through this job with the original esti- 
mate before the House cut. 

Senator Hotianp. I have that point. You are saying that you 
came nearer to your goal, to your target, in estimating what you 
would need for your economic census than for your ‘agricult ural 
census. But I have not yet applied the statement that you made 
about the applic ation of this letter service. Where does that come 
into the question? 

Mr. Grieves. That was the principal factor enabling us to reduce 
the previous cost. That is, the 1947-48 censuses were done largely 





or the 


0) 000 
U can 
orrect 


any 


num- 
than 


naller 
more 


. that 
n the 
of the 
stem 


. that 


5 one 
NSuUSs, 


1 this 
wish 
1 the 
you 


3 had 
one- 
time 
loped 
resti- 


eA lly 
esti- 


you 
you 
tural 
nade 
come 


luce 
rgely 


COMMERCE AND RELATED AGENCIES, 1956 503 


bv having field enumerations. This time we substitute the letters. 
That is the principal factor in the reduced estimate. 

Senator HoLLANp. How much less is this present estimate, present 
budgeted estimate, for your business census than was the last? 

Mr. Grieves. Well, in the last-go-round, we estimate 


COST OF 1948 CENSUS OF BUSINESS 


Mr. ALexanper. The cost of the last census of business in 1948 
was $13,425,000. The cost of the present census of business, according 
to our budget estimates, is $9 million. For manufacturers, the figures 
were $4,116,000 in 1947 and $3,400,000 now. 

Senator HoLLaNp. That begins to make sense. You cut the cost 
of that because of your reliance on this new method, and you came 
nearer your target when you did that than was the case in your esti- 
mate of the agriculture census cost, is that correct? 

Mr. ALexaNnper. That is correct. Our original estimates for 
agriculture were the same as the last prior costs, and assumed that 
we would make no saving. But we now are making a saving. 

Senator HoLLANp. You found out there were 300,000 fewer farms, 
and you found you could take a cut of the $500,000. 

Mr. ALEXANDER. And we previously took a reduction of $1 million 
last year. 

COST OF 1950 AGRICULTURAL CENSUS 


Senator HoLLAND. What was the cost of your agricultural census? 

Mr. ALEXANDER. $23 million in 1950. 

Senator HoLtLtanpb. And this time what will it be? 

Mr. ALeExanper. This time, $21,500,000. 

Senator HoLLtaNnp. Before the application of the $500,000 cut? 

Mr. ALEXANDER. After, sir. 

Senator HoLLanp. Then your estimate was $22 million? 

Mr. ALEXANDER. Yes. 

Senator HoLLaNp. But you found you could do it for $21.5 million? 

Mr. ALEXANDER. Yes. 

Senator HoLutanp. And that is as contrasted with the last cost 

‘what? 

Mr. ALEXANDER. $23 million for the agricultural census in 1950. 

Senator HoLLtanp. That seems reasonable in proportion to the 
smaller number of farms that you find. I believe you stated the old 
number was 5% million, and this number was 5.2, is that the figure? 

Mr. Taruser. That is the figure, sir. 

Senator HoLtLtanp. All right, you have me _ straightened out. 
Now, let us go to the next one. 


HOUSING SURVEY 


Dr. Burcess. The intercensal housing survey is a new proposition. 
I find some people find the term “intercensal” confusing; it means 
“between the censuses” that you had in 1950, and expect to have in 
1960, on housing. You could call it the middecade survey on housing. 

Senator Hottanp. The house cut you $500,000 on that item. 

Dr. Burcess. They knocked it all out, yes. 

Senator HoLuanp. In other words, the House decided you could get 
along without an intercensal housing census? 
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Dr. BurGcess. We are strongly of the opinion, and we have letters 
from a number of organizations, and have had discussions with 
number of business people—— 

Senator Hottanp. They do not agree with the House? 

Dr. Burcess. They do not agree. There is a major issue which js 
bothering the economists and builders and others these days. Th 
current figures that the Bureau of Labor Statistics and others find 
indicate that we are adding each vear about 1,300,000 to the stock of 
dwelling units in the United States. We figure the increase in ty 
number of households, families, and related groups, at certainly not 
over 800,000 a vear. There are certain demolitions, we know, an 
abandonments, but we cannot tie them in very closely. We foun 
between 1940 and 1950, comparing our housng censuses, that we had 
a bigger increase in available dwelling units than was indicated by 
construction figures. 

If we get another figure in between the 1950 and 1960 censuses 
about the inventory of housing, made on a sample basis, but mad 
carefully on a basis building up from 1950, we will get a major line on 
explaining whether we are overbuilding. That is one of the majo 
jobs we are working at. This, of course, is of major importance i) 
showing whether we have a dangerous boom, building a lot mo 
houses than people really want that are going to prove a drug on thi 
market. We can make a vacancy survey, and are setting up to 
something of that sort regularly so we will see as the vacancies ay 
erowing an indication of the danger of overbuilding in that area 

Senator HOLLAND. Certainly that is information that the Congress 
ought to have because a large part of this new building is underwrit 
by the Government Insurance. 

Dr. Burgess. We think so; ves. 


SUPPORT FROM UNITED STATES CHAMBER OF COMMERCE 


Senator HoLuaNnp. Incidentally, the clerk calls my attention 
the fact that the letters we had from the United States Chamber of 
Commerce, which we placed into the record some days ago among 
other items, requested the reinstatement of this particular item. 

Dr. BurGcess. Yes. We know that the people in the chamber have 
been especially interested in this particular subject and have been for 
some years. 

Senator HoLuaNnp. All right. 

Mr. Teeror. One of the big things that this does, Mr. Chairman 
is to tell vou the condition of housing. In planning for the future, 
whether we need more houses; a lot of that depends upon what tli 
condition of our present houses are, whether they are pretty well 
gone, how many are in bad shape, have bad plumbing, how many ere 
going out of existence soon. 


AMENDMENTS AND JUSTIFICATIONS 


Senator HoLuANpb. I will place into the record at this time pages 
t to 14, inclusive, of your request for restorations which cover these 
items and their justifications. 

(The information referred to follows:) 
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BUREAU OF THE CENSUS 
SALARIES AND EXPENSES 
(House hearings, pp. 656-684) 

(P. 2, line 8, of H. R. 6367, as reported) 


55 appropriation : 200, OOO 
1956 budget estimate oe Sofas paige eta et a 100, 000 
1956}House allowance : : . , 200, 000 

(+) or decrease (—) 1956 estimate over 1955 appropriation. + 1, 200, 000 
ase (+) or decrease (—) House allowance over 1956 estimate -1, 200, 000 
ration requested ; — el : , 200, OOO 


AMENDMENT REQUESTED 


page 2, line 12, strike out “$6,200,000” and insert ‘‘$7,400,000”’. 
HOUSE REPOR1 


Saluries and expenses.—The sum of $6,200,000 is recommended for 1956, a 
duetion of $1,200,000 in the budget estimate. The amount proposed will 
t the Bureau to continue operations at the 1955 level.” 


JUSTIFICATION 


The restoration of $1,200,000 in the appropriation for ‘‘Salaries and expenses” 
ecessary to introduce much needed programs to fill the most serious statistical 
ips in our current programs. This appropriation has been subjected to series 
f reductions in previous years which produced a deterioration of programs dis- 
portionate to the amounts of funds involved. While the funds have been 
‘ited, the workload and costs have increased. Great efforts have been made 
meet the mounting demands through major improvements and revision in 
hniques, administrative and operational changes, and by program and manage- 
f T surveys. 
Census Bureau reports are used in many ways and play an important part in 
viding data which facilitate the conduct of essential activities of Government, 
ess, industry, and other organized groups. We cannot afford to disregard 
following programs, which can provide the answers not publicly available 
elsewhere, 
Individual justification statements are presented below for restoration of the 
ints indicated for the following programs: 


al retail trade report $91, 500 
ial survey of manufactures 270, 400 
anded current population survey 5388, 100 
nial survey of State and local governments __- 100, 000 
tronic equipment development : 200, OOO 


otal for restoration : ; _ 1, 200, 000 


man ANNUAL RETAIL TRADE REPORT 
ture, Eee . : ‘ , , 
t tl annual retail trade report is an essential part of the Census Bureau’s 
Alt ram which provides the only direct measures between complete censuses, of 
well t ize of retail store inventories and the extent of accounts receivable (balances 
on credit sales). These measures are the benchmarks to which the monthly 
leral Reserve credit and Commerce Department inventory series are tied. 
Because important decisions in business and Government rely in knowledge of 
is currently happening in retail trade, it is extremely important that there 
st be a way to assure that the aforementioned current credit and inventory 
series will reflect the correct levels. There is no public or private source of in- 
ormation, other than the annual retail survey, which will make this possible. 
This survey also provides regional measures of the volume of retail store sales, 
kinds of business. Such measures indicate differences in retail activity among 
several regions of the country; and are particularly useful to businesses con- 
erned with the distribution of consumer goods. 
rhe annual retail trade survey is conducted each vear except for years in which 
mplete census is taken. 
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ANNUAL SURVEY OF MANUFACTURES 


This survey produces yearly totals of manufacturing activity by covering , 
representative sample of manufacturing plants. Annual surveys of manufactures 
have been conducted consecutively for every year between censuses since 1948 
The House action provides no funds for this project. ; 

The annual survey is essentially a much abridged version of the census of 
manufacturers; it produces vital information on value added by manufactures 
cost of materials, inventories, capital expenditures, and shipment of products 
These statistics are important to business for studying markets for products, for 
reviewing sales programs and quotas, for location of sales offices, for location of 
new facilities, and a variety of other problems. Labor and agriculture also hay; 
direct uses of the reports. Many of the Federal Government’s key economi 
measures rely on data provided in the Annual Survey of Manufactures. Th, 
economic measures include the Federal Reserve Board’s Index of Industria 
Production, the Commerce Department’s National Income and Gross Nationa 
Product Series; and the Labor Department’s Wholesale Price Index. In sum- 
mary, the annual survey provides an up-to-date inventory of the Nation’s most 
important industrial plants. 

Among its many defense uses the annual survey is also the chief means of 
measuring the potential effects of enemy bomb damage on key production facili- 
ties and geographic areas. The survey figures for each latest year are used by 
the Department of Defense to bring these measures up to date. It is presently 
being used to assess bomb damage in connection with Operation Alert to be held 
in June of this year. 


EXPANDED CURRENT POPULATION SURVEY 


The budget request for fiscal 1956 calls for an increase in the funds for th 
current population survey in order to institute badly needed and long-postponed 
improvements in the survey. This need has become more acute because of 
increasing pressures from both inside and outside the Government for more and 
better statistics in the economic field. There is probably greater interest today 
in employment and unemployment statistics than ever before in our history 
This is due to the recognition that intelligent planning based on accurate up-to- 
date facts can forestall or at least moderate the ups and downs in the economy 
that had previously been taken for granted. 

Although the survey results are and have been useful instruments in reaching 
economic decisions, almost every group which has reviewed the statistics ir 
recent years has vigorously urged action to make them more reliable and effective 
Foremost among these groups have been the Special Advisory Committee o: 
Employment Statistics (appointed by the Secretary of Commerce to review the 
entire operation last year), the President’s Council of Keonomie Advisers, and 
the Joint Congressional Committee on the Economie Report. The latter, in the 
recently issued Joint Economie Report, strongly and specifically supported th 
types of improvements envisioned in the budget request. 

The changes and improvements that would be possible under the budget 
request are: 

(1) Improvement in the quality ot the information collected by the interviewers 
Experience has shown that additional steps need to be taken to avoid disturbing 
variations in the reports which result from circumstances other than changes i! 
the underlying employment situation. For this it is necessary to develop new 
methods to insure that the informa ion collected from individual respondents is 
accurate and that errors are not introduced through misunderstanding of the 
questions and the concepts by interviewers and respondents The Bureau has 
been devoting a good deal of effort to this work, but further research and testing 
is needed to assure the reliability of this important statistical series. 

(2) Additional iniormation needed to understand changes in the employment 
situation There has been considerable criticism of the prese nt classification of 
persons on layoff, persons who have stopped looking for work and persons who are 
working part time, as well as a number of other groups which are difficult to classify. 
The budget request includes funds for special studies of problem groups for which 
information is not regularly collected. These include people who have jobs but 
are getting insufficient hours of work per week, or weeks of work per year, peopl 
who are not reported as actively in the labor market but are available for work, 
and the employment history of workers in families with low incomes. In addition, 
special studies are needed to assist in the interpretation of differences between the 
statistics provided by this survey and those which are available from other sources 
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‘or part of the labor foree, for example, differences such as those between the 
rrends in the number of persons receiving Unemployment compensation and the 
sumber reported as unemployed through this survey. 

8) A doubling of the number of households interviewed each month. The 
present sample includes 21,000 households in 230 areas. It is proposed to increase 
the sample to include 42,000 households in 375 areas. This expansion would 
nrovide more adequate representation of different parts of the country, ot different 
occupation and age-sex groups, and of the classes of the unemployed analyzed by 
period of time unemploved. This expansion would make it possible to detect 
important changes in the job situation earlier than at present. It would sub- 
stantially increase the reliability of the statistics provided by the survey and per- 
mit the publication of much more detailed information than is available from the 
present survey. 


BIENNIAL SURVEY OF STATE AND LOCAL GOVERNMENT FINANCES 


The Census Advisory Committee on State and Local Government Statistics 
and the Intensive Review Committee, which recently reviewed the statistical 
program of the Bureau of the Census, both have urged that the Bureau provide 
key facts about taxation, public expenditures, and debt of State and governments 
in the 48 States. The survey is intended to fill this serious gap in present 
knowledge of these matters. 

The lack of any recent information as to the aggregate of State and local taxes, 
other revenues, expenditures, debt, and assets in each of the States has seriously 
handicapped important Federal programs for which facts concerning the financial 
status and fiseal capacity of State and local governments are essential. The total 
neome and outgo of State and local governments is presently at a level of about 
$33 billion. Their total indebtedness is rapidly rising and is at present between 
35 and 40 billion dollars. 

The proposed survey, to be conducted on a sample basis, would make available 
information concerning the composition and amount of revenues, expenditures, 
lebt, and assets of State and local governments in each of the States so that the 
relative position and resources of the States could be evaluated and compared. 
No corresponding information has been available since 1942, and these pre-World 
War II facts are now completely obsolete. 


ELECTRONIC EQUIPMENT DEVELOPMENT 


The budget proposal is to provide for the development of specialized electronic 
equipment for use in the 1958 censuses of industry and trade and the census of 
population, housing, and agriculture which are scheduled for 1960. The 1960 
censuses, in particular, are massive undertakings and the possible gains from the 
work proposed are substantial. 

Eleectronie data processing systems existing in the Bureau of the Census are 
todav lowering costs and shortening the time interval between the collection and 
publication of results. Future developments in this revolutionary type of equip- 
ment hold great promise for important additional gains for the major censuses to 
be taken in the next 5 vears. 

Before electronic equipment specifically directed at unique census requirements 
can be used effectivelt: (a) many months of engineering skill must be expended in 
analyzing the requirements of the application and arriving at and testing designs 
that satisfy those requirements, then (b) a vear and one-half or two vears of con- 
struction time must pass, then (¢) the operating staff must become skilled in the 
use and maintenance of the complicated collection of electronic instruments which 
comprise the system. It is evident therefore that there is a long lead-time be- 
tween development work and actual utilization, and in order to realize the po- 
tential return it is essential that the design and construction of prototype models 
begin in fiscal 1956. 

The 1958 censuses provide an excellent opportunity for final testing and for 
making the improvements necessary before placing dependence on such equipment 
for the tremendous tabulation load of the 1960 censuses. They will also provide 
an opportunity for our staff to become familiar with and skilled in the use of the 
facilities to be used for the decennial census. 

A decision not to allow this request will result in a delay in taking advantage of 
the tremendous technological advances now available to us. In view of the im- 
portance to the Nation of these censuses such a decision would be costly not only 
because of the greater appropriations required to take the censuses, but to business 
and industry and other users who place a high premium on the timeliness of results. 





COMMERCE AND RELATED AGENCIES, 1956 


CENSUS OF AGRICULTURE 
House hearings, pp. 684-686) 
(P. 2, line 138, of H. R. 6367 as reported 


1955 appropriation $16, 000, 0 
1956 budget estimate 6, 000, On 
1956 House allowance 5, 500. On 
Increase (+) or decrease 1956 estimate over 1955 appro- 

priation ; — 10, 000. 00 
Increase (+) or decrease (—) House allowance from 1956 estimate - 500, 00 
Restoration requested 


AMENDMENT REQUESTED 
No amendment requested. 
HOUSE REPORT 


“Census of agriculture.—The committee recommends a total of $5,500,000 + 
complete the 1954 census of agriculture in 1956. This project was initiated wit 
$16 million appropriated in fiscal year 1955. The amount recommended for 195: 
is a decrease of $500,000 in the budget estimate.”’ 


JUSTIFICATION 


A significant number of operational and management improvements 
been instituted which have resulted in lower unit costs than budgeted 
large proportion of the operational phase of the census has been completed wit 
schedule, the Bureau will make every effort to conduct the remainder of 


census programs within the House allowances. 
MANUFACTURES, AND MINERAL INDUSTRI} 
House hearings, pp. 686-687) 
(P. 2. line 22. of .R. 6367 as reported 
1955 appropriation 
1956 budget estimate 
1956 House allowance 
Increase (+-) or decrease ( 1956 estimate over 1955 appropriation 


Increase (+) or decrease ( House allowance from 1956 estimate 
Restoration requested 


AMENDMENT REQUESTED 
5, strike out ‘$4,000,000’ and insert ‘S4,.655,000”’. 
HOUSE REPORT 


ness, manufactures, and maneral industries. The 


$4 million is recommended to complete these censuses. The censuses were ta 
with finds appropriated in the fiscal year 1955. The amount proposed 
reduction of $655,000 in the budget estimate.” 


JUSTIFICATION 


\ reduction of $655,000 in the $4,655,000 requested to complete the 
censuses of business, mannfactures, and mineral industries is likely to 
seriots consequences on both the timing of the censuses and the amount of data 
that are published. This is necessarily so because the 1954 censuses, as pre 
planned and operated, are expected to bring forth final data in print earlier t! 
anv previous economic census conducted by the Bureau at a cost which wo 
save 84 million when compared with the last censuses taken in 1947-48. 

In more specific terms, the action reanired to conduct the operation on a redu 
budget will be an immediate reduction in the temporary staff to a level consi 
with the new budget. While this reduction in force will be carefully managed 
so as to retain the more efficient workers, the ultimate effect on publication dead- 
lines will be delaved up to 6 months to a year longer than originally planned. 
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addition the tabulation programs may have to be somewhat curtailed in 
to operate within the reduced amount. In view of this, it does not appear 
ie to complete the planned program without a restoration of funds 


INTERCENSAL HowusiIna SURVEY 
House hearings, pp. 688-695 


(Not ineluded in bill) 
155 appropriation a s i 
1456 budget estimate $500, OOO 
56 House allowance 0 
ease (++) or decrease ( ) 1956 estimate over 1955 appropriation — 500, BOO 
| ase (+) or decrease (—) House allowance from 1956 estimate. 900, GOO 
Restoration requested 200, 000 


AMENDMENT REQUESTED 


Page 3, immediately after line 6, add: 
Intercensal housing survey.—¥or expenses necessary for conducting an interim 
ev of housing, including personal services by contract or otherwise at rates 
fixed by the Secretary of Commerce without regard to the Classification 
ff 1949, as amended; and compensation of Federal employees temporarily 
tailed for field work under this appropriation, $500,000.’ 


HOUSE REPORT 


JUSTIFICATION 


recent years the number of new houses built has been greater than the number 
new families. Whether or not the national economy is threatened by over- 
lding and whether or not the present volume of new housing construction ear 
be continued are basic questions which are being raised by construction and hous 
terests, by government, financial agencies, and all others with a direct concern 
with the housing industry. There is at present no ade quate information to pro- 
vide answers to such questions. There is no knowledge concerning the extent of 
len olitions, the conversion of older houses to nonresidential use and the effects of 
migration from farms to cities or from cities to suburbs on the demand for housing. 
\t present many people are speculating concerning the answers to such questions, 
but on the basis of faulty, fragmentary, and questionable data. The purpose of 
the intercensal housing survey is to produce on a reliable basis these kinds of 
— information. 
Bureau of the Census is required by law to conduct complete censuses of 
) de every 10 years and is authorized to conduct interim surveys of housing 
enever information is needed. The latest census information presently avail- 
relates to the vear 1950. Since that vear there has been an unprecedented 
volume of new housing and there have been significant but unmeasured changes 
the supply through demolition and conversion of older housing to nonresidential 
eS For many purposes the 1950 census information needs to be brought up to 
te if the public and private agencies concerned with housing and constructio1 
to have the necessary guidance for wise planning of their activities in the near 
ire. 
Many persons and agencies concerned with this subject have expre ssed deep 
neern over the need for types of information which the intercensal housing 
vey would provide. 
This survey is designed to give information which can be compared with the 
arable figures from the 1950 census to show the number and characteristics 
houses now in existence, the nu:nbers that have been demolished sinee 1950, 
the changes in the number and characteristies of vaeant units, the gains and losses 
through conversions, and the numbers that have been changed from farm to non- 
farm use. 
In addition, this survey would provide information about many other aspects 
he current housing situation, such as: 
1. The number of low-income families who have become homeowners since 1950 
ll show the extent to which the home-building industry is meeting needs of these 


fa nilies. 
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2. Information on the incomes of renter families related to rents paid will ingj- 
cate whether housing is becoming a lesser or greater burden on the population and 
the degree of stability of the market. 

3. The extent to which shack housing built during and after World War IT js 
being abandoned or demolished will be measured by the number of makeshift 
units now in use as compared to 1950. 

1. Many large homes are being converted into smaller quarters because they 
can be offered at lower rentals than new construction, and this survey will pro- 
duce information as to the rates of such conversions and measures of their ade- 
quacy as meeting acceptable standards for living quarters. 

5. The proportions of dwelling units in urban areas that are not equipped with 
central heat, hot running water, private bath and flush toilet are indicators of 
the magnitude of needed rehabilitation. The Housing and Home Finance Age ney 
needs these data to measure the effectiveness of their urban renewal program. 

6. The relation of income to value of the home for those built before and since 
the 1950 census can be used to appraise the soundness of home-building operations, 

7. The prices and rents paid by veteran families and the ratio of monthly 
costs to income will provide information on the need for continuation or changes 
in programs designed to aid veterans in becoming homeowners. 

8. Information on the housing status of the aged and the handicapped will 
aid congressional committees and agencies concerned with problems of these 
persons. 

9. Basic information on the number of vacancies, whether they are for rent 
or sale, the selling price or rent asked, and the quality of these units will greatly 
assist in assessing the housing market. 

In the absence of this survey, or other immediate legislation to provide a similar 
program, the Federal Reserve Board, the Council of Economic Advisers, the 
Housing and Home Finance Agency, and other Federal agencies will be forced t 
rely on inadequate data in developing or changing government policy. Lenders, 
builders, the building-materials industry and Government regulatory agencies 
need more reliable information to support their forecasts of the proper level of 
commitments and plans for future production. The absence of reliable measures 
forces the use of faulty, fragmentary, and questionable data. 

The Senate is urged to restore the appropriation requested for the intercensal 
housing survey. 


FASTER REPORTING SERVICE 


Mr. Treror. I would like to make this further statement about 
the Ceasus Bureau, Mr. Chairman. We are doing a lot faster report- 
ing today than we have ever done before. That has been one of the 
criticisms of the Census Bureau, that we were so long getting out 
reports. But this new electronic equipment, and some ‘changes in 
management and organization, has enabled them to get out the 
reports considerably faster than before. We have been using the 
services of industry advisers, industrial engineers, Rath Strong. 
They had made recommendations which we have followed. Many 
improvements have been made. We are putting in job measurement 
so that we are getting a lot more work per man than we used to get. 

I just wanted you to know that those improvements are being made 
in the Census Bureau. I think today we are doing a lot more work 
with less expense than we ever did before. 


EFFECT OF REDUCTION 


Dr. Burcess. I might add, Mr. Chairman, to that, that the elimina- 
tion of the $655,000, or failure to restore that on the economic census, 
the business censuses, would mean that we would have to slow up on 
issuing the results in that area. That is the only way we could get 
any reasonable proportion of the results tabulated and completed, by 
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slowing up and cutting out overtime, cutting out the followups on the 
people that have not yet reported, and in general not pushing the job 
along. 

Senator HoLLaNb. If you slowed it up too much, it would become 
of academic statistical interest only; would it not? 

Dr. Buraess. Yes. 

Senator HoLttanp. And it would not be of any active value to the 
business. 

Dr. Burcess. That is right. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


STATEMENTS OF LOTHAIR TEETOR, ASSISTANT SECRETARY 
FOR DOMESTIC AFFAIRS; CARL F. OECHSLE, DEPUTY ASSIST- 
ANT SECRETARY FOR DOMESTIC AFFAIRS; OSCAR H. NIELSON, 
DEPARTMENTAL BUDGET OFFICER; CHARLES F. HONEYWELL, 
ADMINISTRATOR, H. B. MCCOY, DEPUTY ADMINISTRATOR; 
P. G. ASHER, DIRECTOR OF ADMINISTRATION; WALTER W. 
SCHNEIDER, CHIEF, CONSTRUCTION STATISTICS AND ECO- 
NOMICS BRANCH; GUY E. WYATT, DIRECTOR, OFFICE OF 
FIELD SERVICES; ROBERT W. NEWLAND, EXECUTIVE OFFICER; 
JOHN C. GREEN, DIRECTOR, OFFICE OF TECHNICAL SERVICES; 
VICTOR ROTERUS, CHIEF, AREA DEVELOPMENT DIVISION 


HOUSE REDUCTION 


Senator HoLLanp. The next subject-matter is ‘Business and De- 
fense Services Administration.”’ 

Mr. Terror. That is next, Mr. Chairman. 

Senator HoLttanp. As I understand, including the supplemental 
estimate, the total of your request was $7,300,000. The House 
allowed $6,198,000, which is $50,000 less than the comparable appro- 
priations for fiscal 1955, and $1,102,000 less than the estimate. You 
are asking, I understand, for the Senate to consider the restoration of 
the entire amount of your estimate. The supplemental estimate, 
$250,000, was entirely for an increase for the present program for 
the area-development division, which Senator Mundt spoke about this 
morning. Would you please tell us why you feel we should restore 
this amount of $1,102,000 for this office, Mr. Teetor, and outline the 
areas which are affected, to your understanding, by the cuts made in 
the House. 

AMENDMENT AND JUSTIFICATION 


\ir. Nretsen. Mr. Chairman, we would like to have placed into 
the record pages 33 through 35 of our appeal letter which explains the 
justification for this requested restoration. 

Senator HoLLanpb. That will be included. 

(The information referred to follows:) 
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BUSINESS AND DEFENSE SERVICES ADMINISTRATION Part [1 
SALARIES AND EXPENSES This | 
each yee 

(House hearings, pp. 696-719) means it 
(P. 8, line 13, of H. R. 6367 as reported) ed 
1955 appropriation __- , 320, 000 greatest 
1955 appropriation (adjusted) 3, 248, 00 Part 11] 
1956 budget estimate , 800, 000 
1956 House allowance 3, 198, 000 In We 
Increase (+) or decrease (—) 1956 estimate over 1955 appropria- mation | 
tion (adjusted) _. +1, 052. 000 OES 
Increase (+) or decrease (—) House allowance from 1956 esti- hes ore’ 
mate 1, 102. 000 ee 
Restoration requested +1. 102. 0n0 Undine 
Part IV 


AMENDMENT REQUESTED Proba 


On page 8, line 19, strike out $6,198,000” and insert ‘*$7,300,000"’. 2 4 pie 
Wd ae 
HOUSE REPORT - 

“An appropriation of $6,198,000 is reeommended for 1956, a reduetion of 
$1,102.00. in the budget estimate. The reduetion of $122,000 below the 1955 
appropriation is due to the transfer of the Defense Air Transport Adininistratio 
activities from this heading to the Office of the Secretary.” 


JUSTIFICATION 


Restoration is requested of the amount disallowed by the House of Representa 
tives of $1,102,000 whieh consists of $800,000 increase requested for the eonst: 
tion statistics program; $250,000 increase requested for the area developn 
program; and a $50,000 apparent error in adjusting the appropriation for co 
parative transfers to the Office of the Secretary 

It was indicated in last July’s hearings before the Joint Committee of 
Keonomie Report, that the inadequacy of construetion statistics is one of t] 
Nation’s most acute statistical problems: that currcnt fieures aro a treat to t 
formulation of sound publie polieyv; and that if private industry is to play its vita 
role in promoting a stable, high-level economy, it must first have the facts at ha 
on which to base intelligent decisions. 

The construction industry, probably the largest sirgle industry ir the eourtm 
has many of the characteristics of the agricultural industries. It is made up of 
hundreds of thousands of small establishments; it operates in all sections of the ip with 
country; it has great potential for expansion and contraction, locally and nation- industry 
ally; it is an employment generating industry; it is particularly susceptible to th 
effects of policy decisions of Federal, State, and local governments and the invest- 
ment decisions of millions of companies and indivicua's. Thus the nature of th 
industry is such that essential facts about it must be compiled by Governinei 
as they are for the agricultural industry. 

The program proposed herein has been developed only after extensive consulta- 
tion with representatives of Government, industry, and labor. It will correct the 
deficiencies in the present stopgap methods and provide new material in a few 
critical areas. It is not idealistic, providing everything that anyone wants, but 
rather will make available the hard core of facts, universally agreed to be essential 
in a dynamic, free-enterprise economy. 

The construction statisties program, for which restoration of $800,000 is re- 
quested, consists of 4 essential parts: 


Part I—New construction activity, &427,.100 


About 50 percent of the present national estimate is little better than an in- 
formed guess. It is based on secondary source information never designed for this 
purpose. A significant part is based on byproduct facts from regulatory agencies 
Which become available as much as 2 years after the fact, thus requiring projec- 
tions to bring the estimates up to date. No estimates by States have been com- 
piled in the past 2 vears. The requested appropriation would permit the estal 
lishment of these series on a sound technical basis. 
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Part [[—Alterations and repair estimates, $262,900 


This part of the construction industry accounts for $12 to $16 billion of work 
each year—no one really knows. It is made up of millions of small projects, which 
means it has great potential not only for booms and busts, but also as an important 
stabilization aid. The impact of this fix-up work on private construction markets 
is tremendous, yet its size, nature, and economie behavior comprise one of the 
greatest voids in our economic intelligence. 

Part 1[1I— Materials use, $50,000 

In World War II and the Korean war, one of the greatest deficiencies was infor- 
mation on building-materials usage in construction. Mobilization planning, eval- 
uation of stabilization potentials, and private market research cannot proceed in 
an orderly and intelligent manner without information on construction materials 
requirements. The proposed 5-year rotating cycle of studies of different kinds of 
wilding would keep requirements in step with changing technology. 


Part IV Housing vacancies, metropolitan areas, $60,000 


Probably one of the best ways to diagnose the condition of the housing market 
s through study of residential vacancies. There is evidence that housing supply 
ind demand are coming into balance in some areas. Coupled with unemploy- 
nent, vacancies could develop quickly because of doubling up and continued high 

ising productions. The absence of vacancy rate information poses a real 
threat to the equity investment of thousands of homeowners, to the capital of 
perative builders, to lending institutions, and to the soundness of the Govern 
ment’s insured mortgage portfolio. Rotating studies in 15 metropolitan areas to 
provide vacancy information when and where needed would remove the guess- 
vork from poliey decisions and insure stability in the private housing market. 
The aetion of the House in failing to provide additional funds in the amount 
$250,000 for the Area Development Division will seriously damage a program 
f assistance to areas in the country with excessive unemploviment. Thi program 
hich we initiated modestly on a pilot basis to assist these areas, has reeeived 

ally favorable support Phe Economie Report of the President in January 
ommended strengthening of this program The Joint Committee on the 
Keconomie Report held hearings on the problems of spot unemplovment late in 
lary 1955, and on the basis of the testimony also recommended strengthening 
he area development program in the unanimous report of that committee. 
the growing acceptance of this test program has increased the requests for 
wssistance from local areas to the point where the present budget of $120,000 is 
atently inadequate. Particularly successful have been field visitations to the 
nmunities. This on-the-spot technical assistance has stimulated these com- 
nities to set up their own programs for dealing with the problem. Although 
we have demonstrated the success of this activity, we are now unable to keep 
ip With the demands for this type of assistance. The job of interesting private 
lustry to locate their expansions in these areas of need has suffered for lack of 
adequate followthrough. The increased funds requested will enable us to work 
with those one-industry towns which are vulnerable to changing conditions of 
materials and new products and should be working on better diversification to 
ithstand the inevitable changes that characterize our dynamic economy. We 
are not in a position to do this now. These tasks and others—such as foeussing 
he various available Federal programs on these area programs—all warrant the 
nodest expansion we are asking for this activity judged so important by all who 
have given attention to the problem of spot areas of unemployment. 

The committee report indicated it was the intent of the committee to allow 
¢ Business and Defense Services Administration the amount of the 1955 appro- 
ration less the amount available for Defense Air Transportation Administration 

vities, Which have been transferred to the appropriation for the Office of the 
eeretary. Apparently in adjusting the appropriation for comparative transfers 
he 1955 appropriation of $6,320,000 was used as the base rather than the adjusted 
ase Of $6,370,000 which ineluded $50,000 transferred from Export Control for 

¢ Office of Strategic Information. The comparative transfers of $122,000 to 
ihe Office of the Secretary consists of $72,000 for the Defense Air Transporta- 

nm Administration activities and $50,000 for the Office of Strategie Information 

ivities. In order to properly reflect the adjustment of $122,000 for compara- 
live transfers it should be dedueted from the adjusted base of $6,370,000 thus 
aving a net appropriation of $6,248,000. 
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BREAKDOWN OF REDUCTION 


Mr. Terror. This cut of the House is in only three ite ‘ms, 
$800,000 for construction statistics, $250,000 for area development. 
and another $50,000 item which is more or less general expense, and 
where there is some controversy. There may be a mistake in arith. 
metic on that one, which Mr. Honeywell will talk to you about. 

| would like for Mr. Honeywell to ‘take over here. He will probably 
want to ask some of his folks to comment on some of these things. 
Mr. Honeywell is Administrator of the Business and Defense Services 
Administration. 

Senator HoLLanp. You may proceed. 

Mr. Honeyweti. Mr. Chairman, there are three items as \r 
Teetor has indicated. The first item I would like to comment on js 
the sum of $50,000. It is our understanding and apparent from the 
House committee report that it was their intention to appropriate the 
same amount for 1956 as they appropriated for 1955, less the amount 
available for the Defense Air Transportation Administration, which is 
transferred to the Office of the Secretary. However, in adjusting the 
appropriation for comparative transfers, the committee deducted 
$50,000 more than they intended. A more detailed explanation of 
how this reduction occurred is contained on page 35 of the proposed 
amendments to H. R. 6367, which document has been furnished to 
your committee. My first request to you is that this $50,000 reduc- 
tion be restored to the appropriation for BDSA, which would at that 
point equal the appropriation for fiseal 1955. 


CONSTRUCTION STATISTICS PROGRAM 


The second major item for which we are asking restoration is the 
sum of $800,000, covering a construction statistics program. 

May I ask my de puty, “Mr. MeC oy, to speak to that subject. 

Mr. McCoy. Mr. (¢ ‘hairman, the House did not appropriate any 
funds of the additional $800,000 requested for the current construction 
statistics program, as we had proposed. Last year, the Joint Com- 
mittee on the Economic Report held hearings and took testimony 
from both Government and private people with regard to the Govern- 
ment’s statistical program. The report of that committee indicated 
that in the construction statistics field we had the most serious prob- 
lem of national statistics. There is interest in current construction 
statistics activity by all phases of Government, and I believe Congress 
is one of the interested branches of Government, since construction 
is probably the largest single industry in the United States. 

Trade associations and businessmen have told us repeatedly that 
our present estimates— 

Senator HoLtLtanp. Gentlemen, I am sorry. I will have to go to the 
floor fora moment. ‘That bell is for a vote. We will suspend for just 
a moment. 

(Brief recess.) 

Senator HoLtLtanp. The committee will come to order. 

All right, Mr. McCoy, you may proceed. 

Mr. McCoy. Mr. Chairman, I had referred to the general acknow!- 
edgment of the fact that we needed better, more accurate statistics 01 
construction which is behind this request for $800,000 for developing 
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a program of current construction statistics. It is divided roughly 
into four types of work. One, the largest, is for statistics on new 
construction. That is, private nonresidential, which includes com- 
mercial, industrial, and State and local public construction, too. We 
are asking for $427,000 of the $800,000, or roughly half, for the devel- 
opment of better and more complete information on contract awards, 
and for deriving from contract awards, and from other sources, infor- 
formation needed to compute an index of current activity in 
new construction 

Most of those funds will be transferred to the Bureau of the Census 
where they will do the necessary field surveys in both permit and non- 
permit areas to obtain the basic information for us to compute current 
estimates. 

ALTERATIONS AND REPAIRS SURVEY 


The other large part of the program involves an area in which we 
have had very little information and have had to resort to pure 
estimating. That is in the field of alterations and repairs to all types 
of structures, residential, nonresidential, public and private. Inci- 
dentally, that is a growing part of the construction field. We do not 
know how big, but we make estimates, nevertheless, which should be 
based upon field surveys which we propose that the Census Bureau 
make, where they take samplings out in the field in selected areas to 
give us a basis upon which to construct a current index of expendi- 
tures for alterations, repairs, and modernization on a better basis 
than we now have. 

Senator HoLLanp. What is the amount of that? 

Mr. McCoy. Roughly $262,000, Mr. Chairman. 


Senator HotLtaNnp. All right. 


MATERIALS USE SURVEY 


Mr. McCoy. The other two small items are “Materials use’ and 
“Housing vacancies.’”? On the ‘Materials use,’”’ this is primarily for 
the purpose of determining the relationship between the use of mate- 
rials in construction and the volume of construction and is designed 
both for mobilization planning as well as for use by Government 
and by business. 

We have not been able, with the limited resources, to compute the 
relationship between the volume of construction activity, say per 
million dollars of expenditure, and relate that to materials consump- 
tion. This is very important information to both Government and 
to business. 

HOUSING VACANCIES 


The other item of $60,000 is for ‘Housing vacancies,” and fits into 
the Census Bureau’s proposal for an intercensal housing survey. 
This proposal is a one-time survey for vacancy rates in 15 metro- 
politan areas. The Census Bureau, in connection with their survey, 
plans to do a sample only on a national basis. 

Senator HoLtanp. Why would not this fourth item of yours be a 
part of the intercensal houring? 

Mr. McCoy. As a matter of fact, Mr. Chairman, the funds that we 
ask for here will be transferred to the Census Bureau and the survey 
will be conducted by them. 





516 COMMERCE AND RELATED AGENCIES, 1956 


Senator Hotianp. That will just make a larger amount for tly 
“Intereensal housing survey” than that requested directly for they 

Mr. McCoy. Yes, sir, except that we felt 1t would be better to showy 
the two separately, since one is a national rate and this is a 15-areg 
survey. 

Senator HoLLanp. Are you projecting for the whole Nation? 

Mr. MeCoy. The one by the Census Bureau would give a nationg 
vacancy rate, and be taken on a broad sample. This will be surveys 
in 15 areas only. 

Senator HoLLaNp. You mean you will not attempt to project that 
to the national scene? 

Mr. McCoy. No, sir 

Senator Hornanp. All rmght. Does that complete vour statement 

Mr. MeCoy. Yes, sir, Mr. Chairman, it does. 


AREA DEVELOPMENT PROGRAM 


Mr. Honeyweni. The third item, Mr. Chairman, has to do wit! 
the ‘Area development program.’’ Mr. Carl Occhsle, Deputy 
Assistant Secretary for the Department of Commerce, is here to speak 
on that subject. 

Mr. Oreusie. In the economic report of the President, he mad 
reference to the fact that currently the programs which can be s 
helpful in revitalizing community's interests in trade should | 
further strengthened. The Douglas Committee hearings on_ that 
particular report also made a committee recommendation as follows 

We are very concerned with distressed conditions that persist in certain ind 

and regions, even in an expanding economy. We believe action is requir 
The Federal Government should recognize its responsibility to thos 


areas and communities by promoting research to discover new products 


processes Consideration should be given to the possibility of modifying 


employ ment compensation programs 

Loans, technical assistance and, as the President recommends, an expan 

Area development program’? should be provided these areas to help them aday 
to changed economie conditions 

The Area Development Division in Commerce was set up in 1947 
asasmall unit. Our budget in the 1954 fiseal vear was $55,000, whicl 
is an extremely small amount of money for any Federal division 
This vear we had that increased on the recommendation of tl 
President and the White House to $120,000 

Now, on the further recommendation of the President, and. th 
Joint Economic Report of the Douglas Committee, we are asking for 
au increase of $250,000. You must realize what some of the States 
have. [just received a letter from a State development commission, 
addressed to the Chief of the Area Development Division. First of all 
they thanked us for one of our recent bulletins. 
I have always felt it is wholesome to pass on a little bouquet earned. I read the 
first issue and found it very beneficial and helpful in industrial development work 


I hope the support you get on this publication will justifv its continuancey, Sneak- 


ing of budgets, vou may be interested to know that the recent legislature raise 


our annual budget from $80,000 to $124,300 

That is $4,300 more than the Area Development Division budget 
for this fiseal vear, 

Of course, we are mighty pleased at the action of the legislature. This will 
help us meet the expanding demand by the chambers of commerce, industrialists 
and other private and public organizations. We always appreciate your help. 
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You heard from Senator Mundt this morning. We were in a 
position to be of considerable help to him and a group of his business- 
men that came to Washington. We set up a 3-hour meeting for 
this group in the Department of Commerce. We went over the 
Federal programs that could be helpful to them; we gave them 
technical materials geared to their particular problems and told them 
about programs of other communities which have been effective 
and how they could be adapted to the needs of their local development 
organizations and their chambers of commerce. They were very 
appreciative. 

Senator Mundt wrote a very nice letter to Secretary Weeks con- 
eratulating us on the work that we had done for them. 


COMMENT OF CONGRESSMAN BYRD 


| would like to read a letter from Congressman Robert C. Byrd, 
who wrote us recently in connection with a trip that he requested we 
make to West Virginia. 

He said: 

Permit me to take this opportunity to thank you once again for visiting 
Charleston earlier this vear at my request. I have received many complimentary 
reports as a result. 


STAFF PERSONNEL 


This work in area development is completely across the board for 
the benefit of all the areas of the country. We have a staff of 15 people 

the present time, 3 men of which are available to go out and assist 
communities as they request help. We are planning an expansion to 
a total of 42 people in 1956, which 1 Isa very small ag fency . | believe we 
ean do a very, Very creditable job if we are given that additional 
am mea of funds so that we can have some more men in the field and 
take care of some of these continuing requests that we are getting from 

th Senators and Congressmen in connection wit! ee areas. 


PREPARED STATEMENT 


| have a prepared statement here that gives some examples of 
what we have done in eastern Oklahoma and Illinois. Rather than 
adit, it is quite lengthy, I would like to put it into the record 
Senator HoLLanb. It will be placed in ¢ 

The statement referred to follows: 


he record. 


STATEMENT OF Mr. Cart F. Oecusib, Derpury AssisSTANT SECRETARY O1 
COMMERCE FOR Domestic AFFAIRS 


rhe action of the house in failing to provide additional funds in the amount of 
$250,000 for the Area Development Division will seriously damage a program of 
assistanee to areas in the country with excessive unemployment. This program, 
hich we initiated modestly on a pilot basis upon the recommendation of the 


President’s Advisory Board on Economie Growth and Stability, has reeeived 


isually favorable support Beeause of the results of this test program, the 
Keonomie Report of the President in January recommended strengthening of this 
ogram. The Joint Committee on the Economie Report held hearings on the 
ble ‘ms of spot unemployment in January, 1955, and on the b¢ asis of the testimony 
presented in these hearings also reecomme nde d strengthening of the area deve ‘lop- 
ment program in the unanimous report of that committee. 

Over the past vear, the Area Development Division worked closely with devel- 
opment groups in labor surplus areas on many problems. A few examples will 

istrate how this Division operates. 
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EASTERN OKLAHOMA SURVEY 


A recent survey in eastern Oklahoma is an example of how the Division works 
with State and local groups in bringing available Federal assistance to bear oy 
their surplus labor problems. Eastern Oklahoma has been affected both by 
drought and by the inactivity of its coal mines, Community and county groups 
in this area appealed to their congressional representatives to help in the solutio; 
of their problem. Following this, the two Poaceae from this area visited 
the White House and were advised there that the area development unit jr 
Commerce was acting as a clearinghouse for Federal assistance to spot areas of 
unemployment. The Congressmen then asked the Under Secretary of Commerce 
to examine drought and unemployment conditions in eastern Oklahoma, and the 
Area Development Division was directed to make the survey. The following 
actions took place. 

1. The Area Development Division arranged with the Oklahoma Planning 
and Resources Board to share leadership responsibility for the survey and made 
suggestions as to other State and Federal agencies which might have representa- 
tives of the survey team. 

2. The Oklahoma Planning and Resources Board, after consultation with th 
Division, made arrangements for the local meetings and invited the concerned 
State and Federal agencies to participate. 

3. Prior to the local meetings, the Area Development Division representative 
met with the members of the survey team and worked out a pattern for conduct 
of the meetings. A get-together immediately following the meetings was sug- 
gested in order to draw up a followthrough report of recommended actions. 

4. Following the meetings, a representative of the Area Development Divisio: 
again met with members of the survey team and presented a report outline which 
covered: 

(a) Explanation of survey. 

(b) Economic conditions and causes. 

(c) State and Federal agency programs helpful to the area. 

(d) Actions suggested by local people and recommendations concerning these 

actions. 
On adoption of the report outline by the survey team, agency assignments for the 
preparation of specific sections were made, and responsibility for report coordina- 
tion and publication was lodged with the Oklahoma Planning and Resources 
Board. 

5. All agencies submitted their sections to the Oklahoma Planning and Re- 
sources Board, which agency, with consultation from the Division, prepared the 
final coordinated report (exhibit A). 

6. In this way, responsibility for leadership and followthrough was fixed locally, 
the technical and program resources of the Federal Government were coordinated 
with State and local resources in an effective and orderly way, a constructive pro- 
gram emerged, and the Division was able to withdraw its limited personnel and 
time to give attention to problems of other areas. 

The director of the Oklahoma Department of Commerce and Industry reported 
the following as examples of some of the concrete results from recommendations 
made in the Oklahoma report. 

1. Report recommendation.—Initiate local and State road projects as soon as 
possible. 

Results.—Several million dollars in road contracts were let mary months in 
advance of planned schedules to provide employment in the area. 

2. Report recommendation.—Local development groups should inform expanding 
industries of the additional tax amortization available to firms expanding or 
locating new plants (qualifying within open expansion goals) in group IV labor 
surplus areas. 

Results.—Four firms, which were informed of this additional tax amortization 
program and of the fact that Muskogee County was in a group IV area, are now 
considering Muskogee County locations for four new plants at a total planned 
investment of $100 million. 

3. Report recommendation.—The need to develop long range water development 
and conservation programs was called to the attention of local groups. 

Results.—Planning for long range development of water supplies by communi- 
ties in the area was greatly advanced. Communities immediately increased efforts, 
in cooperation with State and Federal agencies, to make plans for the develop- 
ment and conservation of water supplies. To date, six communities in the area 
have requested the State to assist them in developing such plans. 

4. Report recommendation.—Initiate local industrial development programs. 





ment ¢ 


pre Ta 


recom 


The 


An exa 
jnemp 

In N 
eoncer 
Vl les ] 
manuf 
tives Ss 


were f 


also p) 
Office 
dustry 
gated 
provic 

In ] 
velop! 
and t 
offerec 
Was t 
ossib 
lo. 
indust 
Admi 


t 


} 


for ex 
Oby it 
vide ¢ 
wort 
L954 


and t 
and 
pend 
to co 
sion, 
The 


vario 


COMMERCE AND RELATED AGENCIES, 1956 519 


Results.—Six communities in the area have requested the Oklahoma Depart- 
ment of Commerce and Industry to help them set up local area development 
programs directed to increasing employment opportunities along the lines 
recommended in the report. 


PREVENTING FUTURE UNEMPLOYMENT THROUGH NEW PRODUCTS 


The type of assistance rendered to a community varies in each particular case. 
An example of how Area Development Division program operates to prevent future 
unemployment is the case of an Illinois community. 

In November of 1954, a large company came to our Area Development Division 
concerning @ serious problem facing their Illinois plant. This firm currently pro- 
vides most of the employment in this community of 2,500 people. The company 
manufactures materials for which markets are declining and company representa- 
tives stated that in 3 vears they must cease operations unless replacement products 
were found. 

The problem given to the Area Development Division was the general one of 
how the company should proceed to locate new products which would have good 
future long-term sales possibilities. The company was advised on how to set up 
a systematic search for new product possibilities. The Area Development Division 
also provided the firm with a number of leads to new materials developed by the 
Office of Naval Research and other Government agencies in cooperation with in- 
dustry. Following this meeting, the company management systematically investi- 
gated the various suggestions and leads to possible new materials which had been 
provided. 

In February of this vear the company representatives returned to the Area De- 
velopment Division and reported that, on the basis of the suggestions made to them 
and their own subsequent studies, they had decided that industrial chemicals 
offered the best possibilities for their Illinois plant. The particular problem now 

as to determine which industrial chemicals appeared to offer the better market 
noasibilitie s over the vears ahead. 

To assist on this problem, the Area Development Division then called in several 

istry experts from the Chemical Division of the Business and Defense Services 
idnnteleteaien. These experts identified a number of industrial chemicals which 
they believed had excellent future prospects and which merited careful study by 
the company. The next problem was to determine the relative market size of 
of the chemicals suggested. This information was needed to determine 
ch of the chemicals offered the best future sales possibilities. On this phase 
fF the problem, the Area Development Division enlisted the assistance of four 
e other industry divisions in BDSA to provide the necessary market informa- 
The company was also assisted in developing plans for a market survey 

cure information not available from Government data or sources. 

This company is now well on its way to the selection of the specific materials 
which will be manufactured in their Illinois plant, and the community will very 
a avoid losing its main source of jobs. 

The two examples I have cited serve to indicate the kind of technical assistance 
given _ al areas. Each instance requires intelligent handling in light of the 
resources not only of the Department of Commerce but the entire Federal Estab- 
ishment. 

\s the availability of the service has become known, the requests for assistance 
have mounted. In going over our records for the first 3 months of this vear, 
for example, we find that we serviced requests from a total of 111 communities. 
Obviously, with only an annual budget of $120,000, we have been able to pro- 
vide on-the-spot assistance in only the most pressing cases. However, it is note- 
worthy that 38 field visitations were made to 47 communities over the whole of 
1954 (exhibit B). 

Se f-help kits 

To help in handling this volume of requests, several employment development 
kits and aids were prepared. A canvass was made of local and State programs, 
and the actions of many communities were summarized in a simple Community 
and Area Development Checklist (exhibit C). This checklist is a brief com- 
pendium of the types of actions that various aggressive communities had taken 
to cope with problems of industrial development, retail and service trade expan- 
sion, tourist and recreation development, local government aids, and so forth. 
The checklist also enumerated actions that had been effectively taken by the 
various States. 
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Another self-help tool that the Division has provided to meet the know-] bias 
needs of many local areas for establishing new industry based on local resources js = 90) 0 
a Community Industrial Development Kit (exhibit DD). This kit covers a ran an | 
of topies including (a) the survey of what prospective industry wants to kno ones 
about your community, (b) the promotion stage—how to find the prospects, a 
(c) how other communities have gone about it. 

The Division found that many communities had been successful in estab 
new industries through the device of the planned industrial park which in es 
is similar to a high-class residential subdivision. To make these experie1 
available to all communities determined to expand and diversify their econ 
hase, the Division just recently issued a how-to-do-it publication entitled “Or: 
ized Industrial Districts: A Tool for Community Deve lopme nt’? (exhibit | 

Many communities and areas do not know of the many kinds of Federal ass 
ance already available to them. For that reason, the Division recently iss 
checklist of these programs entitled ‘‘Available Federal Assistance for ( 
munity Development” (exhibit I 


Getting private andustry to do its share 


Another vital part of the program we are developing goes to the heart o 
utter of establishing new industry to take the place of old or declining industries 
in areas of surplus labor. Once a community has organized for this effort, their 
prime need is to come into direct contact with firms planning expansions. [1 
connection, we have tried various devices to assist communities in need. Sever; 
times a month, for example, leading executives from the various types of pri 
industry are called to industry conferences held by the Department of Com. 
merece. Time is allotted on the agenda of these conferences to discuss the probl 
of surplus labor areas, the stake of private industry in their solution, and t! 
conference is asked to give earnest consideration to the advantages of these areas 
in planning future plant locations. Here again, we have not been able to do a Mii 
proper followthrough job, nor have we had the resources to compile informatior the A 
on the locational and resource advantages of these areas for specific types of he 
industries. 1954, 
Another effort in the direction of encouraging diversification of the local ec we V1 
omies was the new products, new methods, and patents exhibit held in Detro Sey 
last October in which State and local governments, labor unions, and_ pri 
industry cooperated with the Department. The Department of Defense, w! 
has spent billions of dollars in research, put on public view new products, processes I" 
and materials which have commercial development possibilities, and which t 
are eager to get into civilian production for quick defense conversion whet 
need arises A similar exhibit should be staged in other regions of the eounti 
but we simply have not had the personnel to do the planning, to get the loca 
cooperation, and many other things necessary to put this show on the road 
I have tried to give you a quick picture of what we are trying to do, how we 
hampered in this work by our present budget of $120,000, and how we intend t 
use the additional funds of $250,000 which we are requesting to put this program 
more firmly on its feet. 
I think it significant that those States, communities, and individuals who hav 
come in contact with this program have been virtually unanimous in their support 
of it. 


recor 


CONNECTICUT DEVELOPMENT COMMISSION 


Senator HoLttanp. I would like to place into the record at this pol 
a letter sent to Senator Prescott Bush, of Connecticut, dated May 23, 
from Sidney A. Edwards, the managing director of the Development 
Commission for the State of Connecticut. 

(The letter referred to follows: ) 


STaTe OF CONNECTICUT DEVELOPMENT COMMISSION, 
Hartford, Conn.. Va y 23, 195 
Hon. Prescorr Busn, 
Senator from Connecticut, United States Senate, 
Washington, D. C. 

Dear SENATOR Busu: It is my understanding that in spite of the fact that the 
recommended increase in the appropriation for the operation of the Area Develop- 
ment Division of the United States Department of Commerce had the hearty 
endorsement of Secretary Weeks, the President’s Council of Heonomie Advisers 
and the President himself, it was disapproved by the House Appropriations Com- 
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mittee. This inerease would raise the annual allotment to this division from 
$120,000 to $370,000. 
As far as the various State development commissions and similar agencies 
roughout the United States are coneerned, there is no branch of the Federal 
Government which renders a comparable service I was 1 of a committee of 5 
ippointed by the National Association of State Planning and Development 
Agencies to recommend the establishment of this Division back in the days of 
secretary of Commerce, Henry A. Wallace. Since that time the service rendered 
this Division has beeome indispensable to the economic development work 
rried on by the various States and this service could be greatly improved if the 
Division had more adequate funds with which to operate 
Although I realize that vou are not a member of the Senate Appropriations 
mittee, it would be my sincere lope that you could point out these facts to 
members of the Senate Appropriations Committee and that every effort be 
‘to restore this increase when the bill reaches the joint conference committee. 
vou need any further facts or figures to substantiate my statement that this 
Jivision is rendering a most necessary service, I should be glad to send such in- 
rmation to you, 
Anything which you ean do you inay ire will be in the best interests of the 
tute of Connecticut. 
With very kindest personal regar 
Sincerely yours, 
SIDNEY A. bDWARDS, 
Va naging Director. 


AREA DEVELOPMENT DIVISION TRIPS 


Mr. Orcuste. I would like to also put into the record exhibit B of 
the Area Development Division trips that we made during the year 
1954, which will give you some idea of the various communities that 
we visited in connection with our program. 

Senator Ho_uanp. Without objection, it will be placed into the 
record, 


The information referred to follows: 


EXHIBIT | 


COMMA AE LE 


of field trips 


( 
» pisited 4 I isited 
Providenee, R. I ‘ 2. Williamson, W. Va June 18-20 
Fairmont, W. Va dan. 13 t. | Toledo, Ohio June 20-24 
Pottsville, Pa ; Jan. 2% Neweastle, Ind___ June 21. 
Shenandoah, Pa ; 22. Chillicothe, Ohio June 24. 
| ral kfort, Ky r). Wilke s-Barre, Pa ug. 10 
Lexington, Ky . Feb. Lawrence, Mass ug. 26-28 
Berea, Ky “eb, Bristol, Va Lug, 26. 
Cumberland Falls, Ky - - re Big Stone Gap, Va ug. 27. 
Corbin, Ky ‘eb. 9. Grundy, Va ig. 27. 
Middlesboro, Ky ‘eb. 9, tichlands, Va : aoe 
Harlan, Ky ‘eb, : Kokomo, Ind Sept. 9. 
Hazard, Ky ‘eb, ; Tulsa, Okla 15. 
Pikeville, Ky “eb, . | Oktaha, Okla ‘pt. 16 
Prestonsburg. Ky ‘eb. 11. Muskogee, Okla l 
Paintsville, Ky “eb, Sallisaw, Okla ] 
Beattyville. Kw “e 12. New Bedford, Mass 1. 
Irvine, Ky_._- feb, 12. Detroit, Mich . 18 
Charleston, W. Va ‘eb. 23. Hazleton, Pa ao 
Lowell, Mass Mar. 1. Wilkes-Barre, Pa ect. 28 
Fall River, Mass__- Mar. 3. Baton Rouge, La vy. 9-12. 
Charleston, W. Va__- ae New Orleans, La . 15. 
H rshey, Pa ¢ Los Angeles, Calif , 3G. 
niontown, Pa 21. San Francisco, Calif LZ 


tsmouth, N. H 


) 
G- 
‘ 
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REPORT ON EASTHAMPTON, MASS. 


Mr. Orcusue. I made a report to the congressional Committee on 
Appropriations in connection with Easthampton, Mass. I pointed 
out what had happened in many New England towns in the past 25 
years when a textile mill closes down or moves away to another 
locality. This is a typical example of the type of work that we are 
bringing before other communities in the country that are one-industry 
towns to show them what is being done and what has been done in 
the past. In Easthampton, Mass., in 1931, the West Boylston Co. 
closed its plants. 

Senator HoLtuanp. Do you have that in the form of a statement? 

Mr. Orcusue. Yes, sir. 

Senator HoLuaNnpb. It may go into the record. 

(The report referred to follows:) 


REPORT ON EASTHAMPTON, Mass. INDUSTRIAL DEVELOPMENT PROGRAM 


The West Boylston Manufacturing Co. closed its plant at Easthampton in 193] 
The peak employment of this plant was 2,800. However, when the plant closed 
employment was down to 600. 

To bring new industry into Easthampton, an informal industrial development 
group was organized. This group succeeded in securing 6 new industries to 
occupy the West Bovlston plant during the period 1932-45. All the 1,600,025 
square feet of space in this plant are now occupied by 9 industries employing a 
total of 2,000 workers. 

In 1931, there were 12 manufacturing establishments in Easthampton employing 
a total of 2,052 production workers. As of 1954, a total of 26 manufacturing 
establishments were located in Kasthampton employing 3,604 production workers 
These 1954 figures include the 9 firms occupying the West Boylston plant and the 
2,000 workers employed by these industries. 


PREPARED STATEMENT 


Senator HoLianp. Is there anything further, Mr. Teetor? 
Mr. Honrywetu. May I put a prepared statement into the record 
for the full restoration of the BDSA appropriations? 
Senator HoLLanp. Yes, sir. 
(The statement referred to follows: 


STATEMENT OF THE ADMINISTRATOR, BDSA 


Mr. Chairman and gentlemen of the committee, I am here today to request 
restoration of the amount disallowed by the House committee of $1,102,000, and 
to request a total appropriation of $7 ,300,000 for the BDSA for fiscal year 1956. 

It is apparent from the report of the House committee that ic was their inten- 
tion to appropriate for fiscal year 1956 the amount of the 1955 appropriation less 
the amount available for the Defense Air Trans sportation Administration, which is 
transferred to the Office of the Secretary. However, in adjusting the appropria- 
tion for comparative transfers, the committee deducted $50,000 more than they 
intended. A more detailed e xple ination of how this reduction occurred is contained 
on page 35 of the Proposed amendments to H. R. 6367, which document has been 
furnished your committee. My first request to you is that this $50,000 reduction 
be restored to the appropriation for BDSA. 


CONSTRUCTION STATISTICS PROGRAM 


The report of the House committee indicated that it was their intention to 
disallow the $800,000 increase requested for expansion of the construction statis- 
tics program. My second request is that your committee restore this $800,000 
reduction to the appropriation for BDSA. 
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It was indicated in last July’s hearings before the Joint Committee of the 
Economic Report that the inadequacy of construction statistics is one of the 
Nation’s most acute statistical problems: that current figures are a threat to the 
formulation of sound public policy; and that if private industry is to play its vital 
role in promoting a stable high-level economy it must first have the facts at hand 
on which to base intelligent decisions. 

The construction industry, probably the largest single industry in the country, 
has many of the characteristics of the agricultural industries. It is made up of 
hundreds of thousands of small establishments; it operates in all sections of the 

trv; it has great potential for expansion and contraction, locally and nation- 
lly: it is an employment-generating industry; it is particularly susceptible to the 
ts of policy decisions of Federal, State, and local governments and the invest- 
nt decisions of millions of companies and individuals. Thus the nature of the 
-try is such that essential facts about it must be compiled by Government 
hey are for the agricultural industry. 

The program proposed herein has been developed only after extensive consul- 

1 with representatives of Government, industry, and labor. It will correct 
deficiencies in the present stopgap methods and provide new material in a 
critical areas. It is not idealistic, providing everything that anyone wants, 

t rather will make available the hard core of facts, universally agreed to be 

utial in a dynamic, free-enterprise economy. 


AREA DEVELOPMENT PROGRAM 


The third item disallowed by the House committee was the $250,000 increase 
requested for the expansion of the area development program. My third request 
is that your committee restore this $250,000 to the appropriation for BDSA, 

The action of the House in failing to provide additional funds in the amount 
of $250,000 for the Area Development Division will seriously damage a program 
of assistance to areas in the country with excessive unemployment. This pro- 
gram, Which we initiated modestly on a pilot basis to assist these areas, has 
received unusually favorable support. The Economic Report of the President 
in January recommended strengthening this program. The Joint Committee on 
the Keonomic Report held hearings on the problems of spot unemployment late 
in January 1955, and on the basis of the testimony also reeommended strengthen- 
ing of the area development program in the unanimous report of that committee. 

The growing acceptance of this test program has increased the requests for 
assistance from local areas to the point where the present budget of $120,000 
is patently inadequate. Particularly successful have been field visitations to the 
communities. This on-the-spot technical assistance has stimulated these com- 
munities to set up their own programs for dealing with the problem. Although 
we have demonstrated the suecess of this activity, we are now unable to keep 
up with the demands for this type of assistance. The job of interesting private 
industry to locate their expansions in these areas of need has suffered for lack 
of adequate followthrough. The increased funds requested will enable us to 
work with those one-industry towns which are vulnerable to changing conditions 
of materials and new products and should be working on better diversification 
to withstand the inevitable changes that characterize our dynamie economy. 
We are not in a position to do this now. These tasks and others—such as focus- 
ing the various available Federal programs on these area programs—all warrant 
the modest expansion we are asking for this activity judged so important by all 
who have given attention to the problem of spot areas of unemployment. 


STATEMENT OF HON. KARL E. MUNDT, A UNITED STATES SENATOR 
FROM THE STATE OF SOUTH DAKOTA 


PREPARED STATEMENT 


Senator HoLLaANpb. Senator Mundt, I believe you wish to make a 
statement in support of the Area Development Division of the Business 
and Defense Services Administration, Department of Commerce. 

Senator Munptr. Thank you, Mr. Chairman. 

(The statement referred to follows:) 
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STATEMENT OF SENATOR Karu E. Munpr 


Mr. Chairman, I appreciate the opportunity to appear before vour committee 
this morning to urge that restoration of fuuds be made for the Area Development 
Division in the Department of Commerce which is headed by Carl Oechsle and 
Victor Roterus. [ know something about the effectiveness of this particulg; 
operation in the Department of Commerce, having had an opportunity to wort 
with the officials down there who have been doing what I would consider to be 
very outstanding job with a rather limited budget. 

I would like to give vou a specific example. Out in South Dakota, we ar 
making a serious effort to get new industry and new business in our State. Whe 
the chamber of commerce had its annual meeting here, I asked the Area Deve! )p- 
ment Division to arrange a conference with the South Dakota businessmen and 
to brief them on the procedure for securing new industry. I think this was on 
of the most successful conferences I have ever attended in Washington, and | 
have nothing but the highest praise for the manner in which it was set up and 
carried out. 

I think it is one operation in Washington which would be of interest to thos: 
of us who represent small towns and rural communities. This is one divisio) 
of government that is looking out for our interests, and it is the one agency that 
is implementing the very slow industry dispersal that is taking place. These 
men who run this Division have prepared many valuable publications, including 
a Community Industrial Development Kit, a Departmental Contact List, a 
Industrial Dispersion Guide Book, a List of Federal Assistance Programs for 
Community Development, and a Community and Area Development Check List 
with many other technical publications which a small city would find highly 
essential in preparing to attract new business. 

I think that everyone realizes the importance of getting more industry developed 
out in States like South Dakota, far from the vulnerable coastlines and close to 
an available labor supply. In my opinion, we have not yet scratched the surface 
on the important planning and help this office can give to people in States such 
as the one I represent. These men who are running the program have many 
ideas which, if developed, would repay tenfold the small appropriation for which 
they are asking. 

The Area Development Division under the proposed expanded program would 
assist community and other area groups to take advantage of the dispersal of 
new industry, to develop new industry and products, to expand existing industry, 
and to develop other employment opportunities. This program is based upot 
the recommendations of the Economic Report of the President and the Joint 
Committee of Congress on the Economie Report. This shows both bipartisan 
support and support from the executive and the legislative branches of the 
Government. The program would be carried out by: 


a 


1. INDUSTRIAL DISPERSION COUNSELING 


The Area Development Division would be the agency responsible for: 

(a) advising and counseling industry, State and local governments, Federa 
agencies, and the general public with respect to national dispersion policy; 

(b) providing all possible information to private industry, communities, 
and Government agencies needed to locate new facilities in conformity with 
national dispersion policy; 

(c) continuing to give guidance and technical support to the some 99 
locally administered, voluntary, industrial dispersion committees; 

(d) continuing to review and approve locally prepared industrial dispersion 
surveys for conformance with industrial dispersion standards; 


’ 
(e) assisting in the development of the revised national dispersion program 


2. COUNSELING AND TECHNICAL ASSISTANCE TO STATE AND LOCAL GROUPS 


It helps State and local development groups to increase employment opportuni- 
ties through: 
(a) technical assistance on establishing new industries based on local re- 
sources, 
(6b) technical assistance on expanding existing industries by new product 
assistance and by market expansion information, 
(c) stimulating one-industry communities to work on economic diversifica- 
tion before distress conditions become apparent, 
(d) encouraging and assisting State development agencies and State instl- 
tutions to give special attention to labor surplus areas, 
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(e) act as a clearinghouse on all types of Federal assistance to area prob- 
lems on request, and 

(f) encouraging private industry to locate new expansions in labor surplus 
areas. 

If the committee members will consider what this particular agency can offer 
inthe way of services to the communities and States which the Senators represent, 
[am sure you will be as anxious as I am to see that ample funds are given to the 
agency. This is one oflice which is working to help the little fellows and it ought 
to be given every encouragement. 


NAVIGATION NEEDS FOR SMALL COMMUNITIES 


senator Munpt. I am going to address myself to these appropria- 
tions that you referred to, but I have been interested in the discussion 
which has preceded this and it stimulates me to say just one brief word 
in support of a collateral which you had before you vesterday in which 
lam very much interested and in which I took some part a year ago 
when I was a member of this particular subcommittee. That is, that 
| hope that the committee will make available the necessary naviga- 
tion needs for airports in our smaller communities. 

| observed when I was a member of the subcommittee a year ago 
that we had to put up quite a battle even with the bureaus downtown 
to get the kind of navigation aids, and the weather was one of them, 
radio and beacon lights, for the smaller airports. The big airports 
have no difficulty because we spend our funds around on the big air- 
ports rather lavishly, but the small airports to take care of the private 
fliers are not so fortunate. 

We have a great many ranchers and farmers who fly their own planes 
and I would like to put in a plea which I shall be glad to support with 
members of the full committee that our small airports deserve come 


consideration by the Government. 

I know that Senator Bridges has been particularly active in that 
field, and I am sure he will have that canny eye of his looking in that 
direction at the proper time. 


AREA DEVELOPMENT DIVISION 


| would like to appear before you for one particular phase of appro- 
priations for the Department of Commerce. 1 am referring to the 
so-called Area Development Division, headed by Carl Oechsle and 
Victor Roterus. 

I know something about the effectiveness of this particular Division 
from personal observation. I think that they are doing a tremendous 
job with a very limited budget. I am not here to urge that you give 
them an inflated budget, but I am here to urge that we continue this 
very important service because it is the kind of service which is of 
special interest to the people of Florida, to the people of New Hamp- 
shire, and to the people of South Dakota. 


EXAMPLE IN SOUTH DAKOTA 


I would like to give you a specific example of that. Out in South 
Dakota, as is true of the 2 States represented by the 2 Senators at the 
head of the table, we are making a very serious and determined and 
well-organized effort to bring new industry into our State. We 
welcome with open arms the administration's enunciation of a pro- 
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gram of dispersal of industry. We think that it is important to no. 
tional defense. We think that it is important to an overall economy, 
that we disperse out of Chicago, out of Pennsylvania, out of Detroit, 
Mich., certain of these vast industries and start utilizing the resources 
of the entire country in the direction of fabricating the sec urity items 
of war. 

When the chamber of commerce had its annual meeting here, w; 
had from South Dakota some 50 or 60 businessmen. I asked. th, 
Area Development Division if they could arrange a conference wit), 
the South Dakota businessmen to brief them on the procedure fo; 
securing new industry, and I think this is one of the most importan 
and it was certainly one of the most unusual conferences I eve; 
attended in Washington. I have nothing but the highest praise for 
the manner in which it was set up and carried out. 

I approached it with some skepticism but I left the field with 
applause and approbation. 

I think it is one operation in Washington which would be of interest 
to those who represent small towns and communities, which is true 
of every Member of the United States Senate. 

This is a division of Government which looks out for their interests 
and is the one agency that is implementing the very slow dispersement 
that is taking place. Of industrial dispe ‘sal we hear much, but it is 
important when it comes to implementing the program. 


DIVISION PUBLICATIONS 


These men who run this Division have prepared many valuabk 
publications, including a Community Industrial Development Kit, a 


Departmental Contact List, an Industrial Dispersion Guide Book, a 
List of Federal Assistance Programs for Community Development, 
and a Community and Area Development Check List, with many other 
technical publications which a small city would find highly essential 
in preparing to attract new business. I know, because I have collected 
these publications. I have sent them out to small industries in South 
Dakota and to communities, and they are being effectively used. 

I think that everybody realizes the importance of getting more 
industry developed out in States such as I represent, States such as 
South Dakota, far removed from centers of population and far removed 
from the vulnerable coasts. 

In my opinion, we have not yet scratched the surface in planning 
this important warning and the help that this organization can give 
to people and States such as the one I represent is very direct and very 
material. 

These men running the program have many ideas which, if devel- 
oped, would repay tenfold the small appropriation which they are 
asking. In the main they are small-business men recently recruited to 
Government. They are not career employees. They are practical 
Joes who understand the problem of your small communities in 
trving to bring industries and business enterprises to their boundaries. 

Senator Bripces. Senator Mundt, may I interrupt a minute wit! 
the permission of the chairman? 

Senator Munpr. Yes, sir. 
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PROSELYTIZING OF INDUSTRIES 


Senator Bripces. One of the points raised by a House Member in 
talking to me was that they, in pursuing their work, went into other 
areas and have a tendency to, or did, draw businesses away from 
some areas to other places. 

\[v general impression when we gave them the money last year 
was that they were not to do that and that they were to work more on 
new industries, new things. 

Do you want to comment on that? 

Senator Munpt. Yes. The Senator, of course, is correct. They 
are not out there trying to proselyte industries from one area and put 
‘hem some place else. This is purely an advisory agency. This can- 
jot move one single machine tool from one industry to another. They 
have no authority of any kind. 

All they have is the power to advise people in a smaller community 
how they can proceed to analyze their community and recruit the 
available resources of that community and make representations, not 
so much to Government agencies but to industries themselves. 

Industry is on the march. It is expanding. The country is pros- 
perous and growing and setting up new plants. 

Question: Does the new plant also go to Detroit or Chicago? 
Does it also go to Philadelphia? Or does it seek the comparative 
safety and serenity of some a spot so they enable these smaller 
croups who cannot afford a whole staff of chamber of commerce 
people and cannot afford a canal laboratory of their own to get the 
kind of material required to present to these industries as they move? 

Senator Bripcrs. Either directly or indirectly, to your knowledge, 
they do not in an advisory capacity use their energies or their efforts 
to draw an existing industry from one place to another. It is devoted 
to where an industry is expanding or to a new industry? 

Senator Munpr. That is correct. They do not go into any com- 
munity and try to disrupt the existing circumstances; in fact, this 
service, Lam sure, would be of great value to some communities which 
are losing industries because in turn they could provide help to them. 

[ am not talking about the gigantic cities but talking about small 
cities running downhill. 

It would be of value to them. 

Senator Bripces. The point I raise, Senator Mundt, is the key to 
the opposition, as you can appreciate. 

Senator Munpr. The opposition comes from that source and under- 
standably from certain areas dominated by big cities. 

| am sure if I represented the city of Detroit, Mich., if | represented 
the city of Chicago, I would not support this because they under- 
standably are not “interested in seeing even new industries go out to 
these small communities, but life being what it is, I do not believe 
that the whole country has to be run necessarily from the point of 
view of a metropolitan flesh pot, but the rest of the country also is 
entitled to consideration and this keeps the rules of competition fair. 


EXPANDING NEW VENTURES 


I would like to point out further that the Area Development Divi- 
sion, under the proposed expanded program, would assist communities 


63332—55——34 





528 COMMERCE AND RELATED AGENCIES, 1956 


and other groups not only with the dispersal of new industry and th, 
products and the activities but to expand the existing industries tha 
are putting in new plants and expanding new ventures. 

This program is based upon the recommendations of the Econom( 
Report of the President and the Joint Committee of Congress on the 
Economic Report. It has both bipartisan support and support from 
both the executive and legislative branches of Government. It js 
something new. 

[ can remember when I was down here in the early days of World 
War II that we used to meet with the departments of Government 
then and say ‘It seems important to us that we disperse the industries 
around the country, that we try to sublet big contracts into smaller 
communities.” 

It was a tough, rough job in those days getting it done. 

My experience was unique and encouraging whe n I found the Area 
Development Division was one that was interested in seeing new 
industries locating around the country so that we did not have just 
rural areas in one section and industrial in another, but that we have 
the variety which is essential to a sound economy. The Area Devel- 
opment Division was the agency responsible for advising and coun- 
seling industry, State, and local governments, Federal agencies, and 
the general public, with respe et to the national dispersal policy. 

It provides all possible information to private industries, = com- 
munities, to States, and to Government agencies needing to locate 
new facilities in conformity with national dispersal policy. i pro- 
vides guidance in and technical support to some 99 loc ally admin- 
iste red. voluntary, industrial, dispersing committee, private com- 
mittees. It provides a review and helps approve loc ally prepared 
industrial dispersal surveys for conformance with industrial dispersal 
standards. It assists in the development of the varied national dis- 
persal programs now before us. The counseling and technical assist- 
ance to State and local governments includes the following: 

Helps State and local development groups to increase employment 
es s through— 

Technical assistance on establishing new industries based 
on Toe al resources ; 

(6) Technical assistance on expanding existing industries by 
new-product assistance and by market-expansion information; 

(c) Stimulating one-industry communities to work on economic 
diversification before distress conditions become apparent, such 
as you have had in New England the experience of too much con- 
centration on one industry. Dispersal is as important there as 
it is to some more rural State; 

(6) encouraging and assisting State development agencies 
and State institutions to give special assistance to labor-surplus 
areas. It acts as a clearinghouse on all types of Federal assistance 
to area problems on request, and encourages private industry to 
locate new expansions in labor-surplus areas. 

If the committee members will consider what this one small agency 
can offer in the way of services to the communities and States which 
the Senators represent, | am sure you will be as eager as I am to see 
that ample funds are given to the agency. 

This is one agency which is working to help the little fellows and it 
ought to be given every encouragement. 
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SOURCES OF SUPPORT 


: nator HoLLAND. Thank you very much, Senator Mundt. 

{s I understand, this item is included in the Economic Re port of 
the President, in the recommendations of the Joint Economic Com- 
ua of the Senate and House, and is supported by a supplemental 
budget request which has come down from the Bureau of the Budget. 

Senator Munpr. That is right. 

Senator HoLLanb. I noted that there was some disagreement be- 
tween the Senate and House in this field last year as shown by the 
committee reports and the conference report. I take it that you feel 
that the Senate, as the branch which supported the strengthening of 
this service last year, would consistently take that same position in 
its handling of this matter? 

Senator Munpr. I would hope so, and I feel confident that the 
Senate will, Mr. Chairman, because every Senator represents not only 
alarge city or two in his area but a great many cities of 80,000, 100, 000, 
40.000, 20,000, 5,000, which are today organizing industrial deve lop- 
ment corporations. Several States have statew ide industrial develop- 
ment corporations and this is the agency in Government to which 
they turn that gives life and meaning and sparkle and significance and 
statistics and strength and sinew to ‘their efforts, and I know that you 
are not going to leave these local operations up in the air with no one 
place to come to administer them. 

The thing that impressed me with the conferences we had was that 
in 1 room, at 1 place, we got the answers to the questions, and | 
have had dozens of letters from the businessmen that this is a new 
Washington experience. We were not shuttled around from office to 
office and bureau to bureau. At one place we got the information we 
needed, and if they can continue to perform with that kind of 
efficiency and oceania and coordinative quality, that is indeed a 
fine virtuous element to go to. 

Senator HoLLtanp. Thank you very much. 


OFFICE OF Business Economics 


STATEMENTS OF LOTHAIR TEETOR, ASSISTANT SECRETARY FOR 
DOMESTIC AFFAIRS; OSCAR H. NIELSON, DEPARTMENTAL 
BUDGET OFFICER; JAMES W. McNALLY, ACTING DIRECTOR, 
OFFICE OF BUSINESS ECONOMICS; LOUIS J. PARADISO, CHIEF 
STATISTICIAN ; EDWARD F. DENISON, CHIEF ECONOMIST 


RESTORATION OF HOUSE CUT 


Senator HoLuanp. In the Office of Business Economics appropria- 
tion the House allowed $975,000 for this agency as compared to an 
estimate of $1 million. The 1955 appropriation was $900,000. As 
| remember the Secretary’s discussion of it, the House tied the $75,000 
to an activity for which you had no budget. You ask the Senate to 
give you the $100,000 which was cut from the budgeted activities; is 
that correct, Mr. Teetor? 

Mr. Terror. That is correct. I have Mr. MeNally here. 

Senator Hottanp. Can you outline the need for these funds to 
provide for the necessary services of this agency in fiscal 1956? 
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AMENDMENT AND JUSTIFICATION 


_ I will put into the record at this time the appropriate sheets of th 
justification and the request for restoration. 
(The information referred to follows:) 


OFFICE OF BUSINESS ECONOMICS 
SALARIES AND EXPENSES 
(House hearings, pp. 719-725) 
P. 9, line 10, of H. R. 6367 as reported 


1955 appropriation S900, OH 
1956 budget estimate 1, OOO. ¢ 
1956 House allowance 1975, 
Increase ( or decrease , 1956 estimate over 1955 appropriation 100.0 
Increase (+) or decrease ( , House allowance from 1956 estimate 25. O00 
Restoration requested 2-100. 000 
1 $75,000 added by House but earmarked to finance a special study on unemployment throughout thy 


country. 

2 No House allowance was made for incorporation of data, now being collected in the 1954 censuses, int 
the Office of Business Economics’ national income estimates and series on business sales, inventori 
other fixed investment. 


AMENDMENTS REQUESTED 


On page 9, line 12, strike out ‘‘$975,000” and insert ‘‘81.075,000”’. 


HOUSE REPORT 


‘The committee recommends $975,000 for the fiscal vear 1956, a reductio: 
$25,000 in the budget estimate. The increase of $75,000 over 1955 is allowe: 
finance a special study of unemployment throughout the country. The committe 
feels that such a study is essential to future consideration of this problem by 
the legislative and executive branches of the Government.”’ 


JUSTIFICATION 


The additional funds requested for fiscal 1956 for the Office of Business Eco- 
nomics are needed to finance the cost of incorporating into the national incom 
accounts new data which will become available from the 1954 Census of Business 
and Census of Manufactures. The large volume of basic statistics to be mad 
available from this source requires extensive processing to mesh the new facts 
promptly into our detailed national accounts. 

The requested restoration of $100,000 will permit OBE to do the work of 
assimilation speedily, so that this important source of business guidance maj 
continue to be as accurate as possible. Otherwise the new census data cannot be 
incorporated into our national income accounts without a lag which would result 
in withholding from business and Government agencies highlv useful facts avail- 
able from the large-scale census enumerations. Without the requested appro- 
priation, we cannot do the job in fiscal 1956. 


PREPARED STATEMENT 


Mr. Terror. Mr. McNally will discuss this, if you do not mind. 

Mr. MeNatiy. Mr. Chairman, I have a prepared statement which 
I would appreciate your placing into the record, after which, with 
your permission, I would like to say a few more words. 

Senator HoLutanp. The statement will be placed into the record 

(The statement referred to follows:) 
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(GENERAL STATEMENT By JAMES W. McNatuy, ActinGc Direcror, OFFICE OF 
Business Economics 


The additional funds requested for fiscal 1956 for the Office of Business Eco- 
nomies are needed to finance the cost of incorporating into the national income 
accounts new data which will become available from the 1954 census of business 
and census of manufactures. The large volume of basic statistics to be made 
available from this source requires extensive processing to mesh the new facts 
promptly into our detailed national accounts. 

The requested restoration of $100,000 will permit OBE to do the work of 
assimilation speedily, so that this important source of business guidance may 
continue to be as accurate as possible. Otherwise the new census data cannot 
be incorporated into our national income accounts without a lag which would 
result in withholding from business and Government agencies highly useful facts 
available from the large-scale census enumerations. Without the requested 
appropriation, we cannot do the job in fiscal 1956. Our inability to do this 
essential task results from the fact that the staff of the Office of Business Economics 
in recent years has been reduced substantially. 

A total of $1 million is requested for the Office of Business Economies for the 
fiscal year 1956. Our appropriation for the current fiscal vear is $900,000, which 
supports an average employment of 133 persons. Prior to the fiscal year 1954, 
the annual budget of OBE was in excess of $1 million, and under conditions when 
costs were less than they are today. 

OBE is basically engaged in economic analysis, and the primary reason that 
accurate and up-to-date national accounts data are wanted is to make such anal- 
ysis possible, both by OBE and by others. OBE carries the responsibility for 
general economic analysis within the Department of Commerce and considerable 
responsibility within the Federal Government and the country as a whole. The 
results of our investigations are provided to the public mainly through the Survey 
if Current Business and its supplements. The important national income and 
business statistics supplements are well known among OBE publications which 
are widely used as business guides. 

The Office of Business Economics’ main function is to provide basic economic 
measures of the national economy—along with current analyses of short-run 
changes in the economic situation and business prospect— and concurrently to 
levelop the national income accounts that were originated in this Office. The 
latter include the national income, the gross national product, personal income 

d expenditures, and the balance of international payments. Of equal import- 
ance is the corollary job of packaging and presenting to business and Government 
these facts so necessary for attaining the objective of expanding business and 
improving the operation of the economy. 

As is set forth in Special Analysis I attached to the President’s budget for fiscal 
1956, an additional $100,000 is needed for improvements in the accuracy of our 
national income and product estimates. In particular, provision is made for 
incorporating into these estimates the reliable comprehensive data which will be- 
come available in the Census of Business and Manufactures for 1954, and statis- 
tical tabulations by the Internal Revenue Service for the same year. Whenever 
a new body of data of such wide scope becomes available it is necessary that the 
information be put to use as soon as possible in the national accounts. 

The incorporation of data from the 1954 Census of Manufactures and Census of 
Business into the national accounts is a task of major proportions which cannot 
be handled by our present staff. It involves the calculation of benchmark esti- 
mates for many important components of the product and income flow. 

This does not involve statistical collection, since we derive our basic data from 
many other agencies, including the Bureau of the Census, the Internal Revenue 
Service, the Department of Agriculture, the Securities and Exchange Commission 
and the Federal Trade Commission. It is absolutely necessary that OBE con- 
tinuously appraise and compare data as they are obtained, evaluate their con- 
sistency within the framework of the national accounts, and have the resources 
required to adapt them as necessary to meet the needs of national income and 
product measurement. This is a very large task and responsibility, one requiring 
detailed and patient investigation by an experienced professional staff. 

Our Business Structure Division each month reports on business inventories 
for all manufacturers, wholesalers and retailers. The census enumerations will 
make available a large body of statistics on inventories held by noncorporate 
manufacturers and retailers, and of wholesale inventories by type of operation. 
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All of these basie statistics will need to be incorporated into our inventory meas 
ures through extensive statistical calculations. Similarly, the data on capi 
expenditures on plant and equipment by detailed industry obtained in the cep. 
suses of minerals and manufactures will need to be processed for the quarter] 
annual measure of this important field of capital investment. 

This type of work is inevitably time consuming and the period required 
processing of new data, such as the postwar censuses which were fully incorporat 
into the estimates only last vear, can be shortened only by additional staff. 

It is highly desirable that we maintain the accuracy and prompt reporting of 
our essential national income and product accounts. To keep from falling bel 
we need the increase of $100,000 so as to add 22 persons to the total of 133 provided 
for by the appropriations for fiscal 1955. Of this total, 17 would be assigne ai t 
the National Income Division and 5 to the Business Structure Division. The rn 
quested 1956 total of 155 employees would be less than our average employment of 
162 in fiscal 1953. 

The Secretary of Commerce has strongly recommended that the OBE figu 
be increased, since the national income and associated analytical materials 
duced in the Office of Business Economics are of vital importance in the Depart- 
ment’s continuing scrutiny of business developments. The necessary retrenchmer 


under recent appropriations has had a significant effect upon the ability of 


Office to discharge its responsibilities. 


COMPREHENSIVE SET OF NATIONAL RECORDS 


Mr. MeNally. The national accounts, for which we ask $100,000 
increase from the $900,000 which we have for this fiseal year, are 
grouped around the national income work of the Department whic! 
was instituted by the Senate in the 72d Congress. From that tim 
the work has been expanded to include estimates of the gross national 
product of the United States, and we have, with the balance of inter- 
national payments work which was instituted in 1921—and ow 
experience with which was the basis, I believe, for the Senate’s giving 
the national income work to the Department—a very comprehenisve 
set of national records which serve as the guides to national well-being 
and economic health. 

The materials for these national accounts are, for the most part, 
collected by other agencies, thus not requiring a large OBE staff 
But our staff in the last several years has been reduced from a level 
of 200 a few vears ago to a current level of less than 140. Next vear 
as the results of the census of business and the census of manufac- 
tures begin to flow in to us, they must be incorporated into the 
national accounts, and this will throw an unusual burden upon our 
resources, resources which are already strained by the necessity of 
keeping abreast of the regular flow of data with a staff, as I said, 
which has been reduced rather significantly over the past few years 
It is therefore for the purpose of incorporating the census data which 
will be forthcoming from the census of business and of manufactures 
that we ask this restoration. 

Senator HoLtianp. As | understand it, you are not going to discuss 
the item which was added by the House? 

Mr. Terror. I would like to discuss that. 

Senator HoLttanp. Have vou completed your discussion, Mr. 
MeNally? 

Mr. McNatiy. Yes, sir. 

Senator Hotitanp. All right, Mr. Teetor. 
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INCOME AND GROSS PRODUCT INDICATORS 


\r. Trnror. The national income and gross national product are 
two of the most vital indicators that we have. They just have to be 
as correct as we know how to make them. We can see where they 
an be improved. We want to make those improvements, as Mr. 
\icNally has told you. Many businesses and many of the Govern- 
ment agencies are using those figures. They use them for planning— 
big planning. So we think that we just should not leave a stone 
unturned to get those figures as good as we know how to make them. 
That is the reason for this $100,000 additional request. 

We hope that vou will grant us funds so that we will never be 
shamed of the qualitv and timeliness of these figures, and so that 
we can say they are right. They just have to be right. Too many 
people depend on them. 

Now, this $75,000 item. 


SPECIAL STUDY OF UNEMPLOYMENT 


Senator HoLLaANb. That was added by the House. 

\ir. Pereror. That was added by the House. 

Senator HoLLanpb. I[t is not a budgeted item? 

\r. TEETOR. No. 

Senator HoLLanp. It is not an increase of a budgeted item? 
Mr. Terror. No. 


Senator HoLLanp. What does it do? 
HOUSE COMMENT 


1 oe, ae ; 
Vir. Teeror. They said, 

fhe inerease of $75,000 over 1955 is allowed to finance a special study of un- 
loyment throughout the country. The committee feels that such a study is 
tial to future consideration of this problem by both the executive and legisla- 
branches of the Government. 


4 ‘ 


\s you know, this unemployment figure has been under fire. We 
have not proved it. In the last vear we increased the size of the 
sample and the number of areas that it covered. 

Senator HoLttanp. Do your figures cover totalunemployment and 
also partial unemployment in various brackets? That is, like the 
number of people who are employed half the time? 

Mr. Terror. Partially emploved? 

Senator HoLLaANp. Yes. 

Mr. Terror. Yes, to some extent, but that is part of the record 
that is not as good as we would like to have it. Some of the additional 
expense, or funds that we ask for, will go to improve that function of 
determining more about partial unemployment. But we know that 
those records can be made better. 


LABOR FORCE RECORDS 


In Dr. Burgess’ report, he told you that we wanted a restoration 
of $538,000 to improve the labor force records. We had a committee 
that worked on that for 3 or 4 months. We knew they were not as 
good as they ought to be. We got the best advice we knew to get in 
the United States—experts on this thing, headed by Mr. Stephan. 
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They made a report and we want to follow that report. But we can. \fr 
not do it within our budget. It seems to us unnecessary and a waste ree 
of money to spend this $75,000 in the Office of Business Economics 
where they do not know anything about this subject. We do not 
have the talent there to do this job anyway. We would have to go 
out and find it. That work has already been done. 

Senator HoLuanp. By whom? ia 

an i. : ; ; or We 

Mr. Terror. By this committee, this committee that worked for Son 
3 or 4 months last year. So we know what to do. We know how to Ib 
improve that, and we can. But we cannot do it unless we get this 
$538,000 more money. The sample has to be enlarged, that is one 
thing that has to be done. Then we have to make some more divisions 
and calculations from that sample to get all the information that we 
think we need to get. One of those things is partial employment 
We do not know enough about partial employment. I would hope 
that you give that section of our census request very serious thought, 
because that is quite necessary. This $75,000 that the House puts in 
here for OBE, we do not know why that is necessary at all. We JE Grog 
think that should be eliminated. Work 

Senator Hottanp. Among your requests for restoration, you want T 
to put in this request for elimination, is that it? 

Mr. Treror. Yes, sir. Hon 

Senator Houtuanp. All right, sir, that will certainly be placed into 
the record. 

Is there anything else, sir? 


have i 
All of 
the tu 
ably, 

simph 


Com! 


LETTER FROM COUNCIL OF ECONOMIC ADVISERS 


Mr. Terror. Yes. I would like to put in a letter from Dr. Burns 
on this general subject of statistics. We have been talking about 
statistics and records more than anything else this afternoon. 

Senator HoLuanp. It will be placed into the record. 

(The letter referred to follows:) 


THE CHAIRMAN OF THE 
CouNciLt oF Economic ADVISERS, 
Washington, June 1, 1955, 
Hon. Sinctatnk WEEKs, 
Secretary of Commerce, 
Department of Commerce, Washington, D. C. 

Dear SecreTarRY WEEKks: I am disappointed that the House of Representa- 
tives has failed to appropriate the funds requested for the Commerce Depart- 
ment’s programs in the Bureau of the Census, the Office of Business Economics, 
and the Business and Defense Services Administration. As you know, the Council 
has strongly supported these statistical programs, as set forth in the President’s 
budget message. 

The proposed improvements in economic statistics would carry out the recom- 
mendations of the Joint Committee on the Economie Report. As I pointed out to 
the Subcommittee on Economic Statistics of the Joint Committee, all of them 
would be of great value to the Council. The proposed improvements in the census 
statistics of employment and unemployment would be especially valuable to the 
Council in the discharge of its responsibilities under the Employinent Act of 1046 

I hope that vou will convey to the Senate committee the compelling need for 
these programs. 

Sincerely yours, 
ARTHUR F. Burns. 
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\lr. TerTor. I believe that all should appreciate the fact that we 
have a country that is growing fast, and business is growing fast, too. 
All of our recordkeeping is getting to be a bigger and bigger job all 
the time. We cannot do it on less money. It is going to take, prob- 
ablv, more money in the future all the time if we keep up. But we 
simply have to keep the books of the Nation and keep them right, 
or we are going to fool a lot of people. 

Senator HoLianp. All right, sir. Is there anything else? 

I believe that will conclude the hearings for the Department of 
Commerce. 

MARITIME ACTIVITIES 


INDUSTRIAL UNION OF MARINE AND SHIPBUILDING WORKERS 
OF AMERICA 


Senator HOLLAND. Supplementing the Maritime Board hearing, 
the maritime activities, there will be inserted a wire from John J. 
Grogan, president of Industrial Union of Marine and Shipbuilding 
Workers of America, CIO. 

The telegram referred to follows:) 


CaMDEN, N. J., May 26, 1985. 
Hon. Cart HayDEn, 
Subcommittee of Committee on Appropriations, 
United States Senate, Washington, D. C.: 

We urge that vou do everything in your power to support the full appropriations 
requested in the budget for fiscal 1956 for the Maritime Administration of the 
United States Department of Commerce. Any cuts in these appropriations will 
lecimate our marchant marine and condemn our yards to idleness. We particu- 
larly urge restoration of the cuts made by the House of Representatives for both 
operation and ship construction subsidies. 

Joun J. GROGAN, 
President, Industrial Union of Marine and Shipbuilding Workers of 
America, C10. 


WEATHER BUREAU 


Senator HoLuanp. Supplementing the hearings on the Weather 
Bureau there will be inserted a letter from Mr. Marcus, of Dallas, 
Tex., to the chairman, concerning Weather Bureau failures, and a 
letter of Secretary Weeks to Senator Green, re the Hurricane Carol 
surprise. 

(The letters referred to follows:) 


NEIMAN-MARcuws, 
Dallas, Tex., October 26, 1954. 
Hon. StyLes BrIDGEs, 
United States Senate, Washington, D. C. 


My Drar Senator BripGes: I am enclosing herewith a reprint of an article 
that appeared in a recent issue of the New York Times relative to the failings of 
our Weather Bureau and its ability to forecast weather conditions. I know of no 
more important function that the Federal Government can fill than to give ade- 
quate Weather Bureau service to industry, the airlines, and our citizenship. I 
sincerely hope that you will review this matter and will take such steps as may be 
necessary in the next session to provide this Bureau with such funds as may be 
essential to a proper forecasting service. 

Most sincerely yours, 
STANLEY MARCUS. 
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SEPTEMBER 24, 1954 
Hon. THroporREeE FRANCIS GREEN, 
United States Senate, Washington, D. C. 


Dear Senaror GREEN: Newspaper reports state that vou held a clos 
conference in Washington on Wednesday, September 22, with representatives 
the Weather Bureau, Navy, Army, Coast Guard, Civil Defense, and othe 
Government agencies, to which the press was not admitted. 

Afterward you gave to the press your interpretation of what took plac 
charged that false economy Was the reason for delay in spreading Warnings of 
Hurricane Carol. I should like to clear up this misconception so that the pub 
can know the facts 

The Weather Bureau’s experts report that there were special cireunstan 
connection with the storm Carol which contributed to the damage sand loss 
and that economies made this vear in the overall operations of the Weather Bur 
had no effect on the hurricane Warning system. 

In the case of Providence, R. [., there formerly were 9 enplovees in 2 Wea 
offices. This number was reduced to 8 in Januarv 1952 when a daily weather? 
for a Providence newspaper was discontinued after the paper began subscril 
to a Wirephoto weather map. Another employee was dropped in May i953 \ 
the 2 offices were consolidated into 1 at the airport. 

The problem imposed by the Furricane Carol was a change in directio 
sudden inerea se in speed, oecurring between midnight and dawn, Which 
impossible to forecast earlier and difficult to report at time when radio, press 
1 


and other public media of communication were not in active operation, 


t Hurricane Carol was first loeated east of Daytona Beach, Fla., on A 
and was reported in Miami Weather Bureau Advisory No. 1, issued : 

e. s. t., August 26 Carol moved very slowly during the next fe i 
Weather Bureau advices on its course Were distributed at 6-hour intervals 
widely published and broadeast 


").* 


le ports received at 3:30 a. m. e. s. t . Tuesday, August 31, indicated tha 


speed of the storm was inereasingly rapidly. far vond earlier observat 
From these accumulated reports, the Washington forecaster at 4 a. m. e 
concluded that the storm would be carried across eastern Long Island a 
Connecticut River Valley. 


1 ] \ \ | 


fe immediately alerted the forees e rs at EW ork ’ 


and Bosto: 
coordinated this information with tl Veather Bureau and Navy ofiice 
joint center at Miami 

At 5 a.m.e.s. t., he issued a warning (\ Weather Burea 
No 19) over the Bureau’s telety e twor in wih h he foreces th tra 
speed of the hurricane, predicting hig les and winds of hurricane foree 
ales extending outward 200 miles to the es and 150 mile 

r, and warning that e ecautions shou ‘taken I 

issued at frequent intery 

In Hurricane Edna, the narrow time 
warnings were widely broadcast. 

The Weather Bureau is conducting a thorough study of 

and wiil take such structive action as 

preparation for future emergencies 

[ can assure you and the American people that no economies will be consid 


hat might adversely affect the W I 


; eather Bureau’s hurricane-warning sy 
The fact is that the Bureau’s program is being strengthened throurh impr 
ervices and facilities 

Sincerely vours 


SinciarR Weeks 
secretary of Comme 


BuREAU OF PuBLIc Roaps 


FINANCING HIGHWAYS 


Senator HoLLaNnp. Supplementing the hearings on ‘Public roads,’ 
there will be inserted letters from D. W. Jenkins, Fort Winfield Seott 
Calif., suggesting methods of raising money for financing highways 


a 
t 
t 


(The letters referred to follow: 
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NOVEMBER 7, 1954. 
To the Senate Committee on Appropriations 
GENTLEMEN: Here is my suggestion for toll collecting defense post roads 
which may help vou to greatly reduce the national budget. I hope that President 
Kisenhower’s Highway Advisory Committee, General Clay will approve something 
the kind. 
Respectfully, 
DeLBERT W. JENKINS. 


Fort WINFIELD Scorr, CaALIrF., 
OcToBER 25, 1954 

Lucius D. Cray, 
President, Eisenhower's Highway Advisory Committee, 
Washington, 2D. c: 

Dear Mr. Cray: In addition to 40,000 miles interstate system of Federal-aid 
giways, now set 1p by Congress with plans and regular appropriations; this 
Nation should plan for 40 vears hence and build rapidly. 

{ new $200 billion network of toll collecting super highways, required for 
ational defense, for dispersal from danger zones and for unhindered peaceful 
traffic, privately owned, fenced and guarded from traffie hindrances. 


1 


This way the ‘‘road users’’ will be privileged to have very soon, super highways 


ma rental basis, which freeways they cannot get otherwise in our time. The 

leral Constitution gives Congress power to establish defense post roads, but 
mits appropriations by each Congress to 2 vears, so its gas and vehicle taxes can 
best go to the State roads. 

Ownership shares in profit seeking post roads appears to be a way in which 

any citizens can be interested and united to coordinate the efforts of about 
5,000 units of local governments which are responsible for road building in the 

nited States. They always must maintain less improved roads for each resident 
the land, which roads will feed and make profitable modern toll-collecting 

ghways and provide alternate routes for use by persons who do not wish t 

e toll roads. 

\ defense post roads trust Company can be chartered by congressional action, 
regulated by laws and taxed as any private trust company. No Government 
appropriations will be necessary for the creation of this toll-collecting highway 

tem and therewith public budgets can be reduced 

he Federal Government agreement with such private post roads trust com- 
any should include the following seven duties 

1. Plan, finance, build and operate a system of super highways, fenced and 
cuarded free of traffic hindrances and coordinated with the present and planned 
wal and Federal aid State highways as well as with all land and water conserva- 

and improvement activities. The Army engineers should specify both the 
>and minimum requirements for the national defense post roads. 
Make contracts with any State road trust companies which may offer mutual 

p and with the units of State and local governinents which are responsible for 

idbuilding so as to maintain 


he toll roads 


t 

1 

| 
Ie 


ent cooperation a }s ipport oft t 
Finance all sections of the post roads as toll roads, issue bonds based on the 
s for each section and backed bv the toll collection 
Plan and build local dispersal roads for cities and metropolitan 
post road company can get investments by local interests in 
toek which may be issued for such purposes; so as to help coordinate 
il defense post roads with local needs and desire 
ke rights-of-wav for its \] roads loeated in national fores 
‘al publie lands: a1 ( he Nation Forestry Service all 
“reney access roads to the forests from its highways, and provide such aece 
ls entranees with gates and guards at all times. 
Purchase all rights-of-way required for its projects and build water-control 
etures and diversion canals where such are needed in order to build better 
perhighways; and 
7. The national defense post roads trust company shall make an annual report 
the United States Treasurv Department and report all its roadway conditions 
the Department of National Defense as often as required to do so. 
Submitted respectfully with hope that my humbie suggestions may be helpful 
vour task. 
SFC DeLBert W. JENKINS, RA8S92118, 


Headquarters Detachment, 30th Engineers Group (Topo Survey 
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Fort WINFIELD Scort, CALIFORNIA, 
October 31, 1954, 
Hon. GEORGE HUMPHREY, 
The United States Treasury Department, 
Washington, D. C. 

Dear Mr. Humpnrey: The enclosed copy of my suggestion to General Clay. 
President Eisenhower’s Highway Advisory Committee, if followed will making 
the financing of the President’s road project free of legal complications and an 
aid to budget control. 

The Congress has power to establish post roads and can authorize the execy. 
tive department to contract with private companies which are incorporated 
under State laws; to build post roads and to collect tolls for their use to get the 
pay for building and operating them. 

Roads which can be entered and used by everyone and which are not totally 
fenced and guarded can never be as safe as toll roads, privately operated and 
protected for the benefit of the customers and traffic. 

Companies which will build and operate private toll roads for Federal Govern. 
ment needs will not be hindered in their bond issues by questions of constitutional 
authority. Whereas a Federal Government Authority to build and operate toll 
roads was never designed by our Founding Fathers as a Federal Government 
function; and would logically be objected to by many local and State interests 

With hope that my humble suggestions may be helpful toward the Nation’s 
needs. 

Respectfully, 
Sfe DELBERT W. JENKINS RA 892118, 
Headquarters, Det. 30th Engr. Group (Topo Survey). 


INTER-AMERICAN HIGHWAY 


Senator HoLtuanp. I noticed in the press a statement attributed to 
the Bureau of Public Roads to the effect that if the inter-American 
highway was to be pushed to completion in 3 years, it would mean a 
decided upping of the budget. Was there any such statement made 


to us here at the hearing? 

Mr. O’Hara. I do not recall such a statement made here. 

Senator HoLtianpb. I wish you would request from the Bureau of 
Public Roads a letter making clear their position on that. If you find 
they have made no such statement, that that is an erroneous report, 
it should be noted. But if they do say forcing a program to higher 
levels of performance will mean increasing the cost, I want it clearly 
shown in the record. 

Will you take care of that, Mr. Nielson? 

Mr. Nretson. I will be glad to, Mr. Chairman. 

Senator Hotitanp. Are you familiar with anything in that field? 

Mr. Nretson. I am not familiar with that particular release, but 
we will be very happy to furnish a statement to you in respect to it. 


(The statement referred to follows:) 


ENGINEERING EsTIMATE OF Cost OF COMPLETION OF THE INTER-AMERICAN 
HIGHWAY 


The completion of the Inter-American Highway within the next 3 years required 
a review of the previous engineering estimate. 

The existing authorizations for completion of the Inter-American Highway 
were based upon an estimate made by the Bureau of Public Roads in 1949. That 
particular estimate was computed on the basis of 1947 and 1948 prices and in 
light of the engineering data that were available at that time. It has been apparent 
for some time that the 1949 estimate of the cost of completing the highway had 
become inadequate with the upward change in costs due to economic trends. 
Construction costs have risen steadily. For example, the increase in basic labor 
rates in the Central American countries during this period has ranged from 35 to 
74 percent and fringe benefits have been instituted in some of the countries in- 
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reasing the total cost by 100 percent or more. Other components of cost, such 
as equipment, materials, supplies, and freight have also increased over the years. 

In order to provide for a usable facility within the presently authorized funds 
it has been necessary to delete from the work program a portion of the bituminous 
surfacing sufficient in amount to offset the cost increase of grading, drainage, base 
course, and permanent bridges. This cost increase has been about $14 million 
and the estimate must therefore be increased by this same amount now in order 
to reinclude the bituminous surface for the full length. 

Coupled with this revision of the basic estimate to provide for bituminous 
surfacing it was prudent, from an engineering viewpoint, to take into consideration 
additional costs that would be expected to result from an accelerated program. 
To complete the Inter-American Highway within the next 3 years, it is necessary 
for the Bureau of Public Roads and the Central American Republics to change 
their plan of contracting and operations. Local contractors will be used to the 
extent available, but the bulk of the work, involving heavy construction and the 
ise of modern roadbuilding equipment, will necessarily have to be awarded to 
United States contractors. These contractors will, of necessity, use their United 
States organizations of skilled labor and supervisory forces to direct and operate 
the enlarged fleet of equipment which will be required to meet the 3-year time 
schedule. 

In adjusting the basic estimate of cost to reflect the changed conditions which 
will result from this accelerated program, a reanalysis was made of the current 
engineering estimate for completing the highway. In this analvsis a determina- 
tion was made of the proportion of the highway dollar assignable to the com- 
ponents of highway construction; namely, labor, equipment, materials, and 
supplies, and overhead and profit. These components, and their estimated 
average relative proportion to total cost (determined from experience with work 

Central America) are: 


Percentage of Percentage of 


Component construction dollar | Component construction dollar 
| 


Labor cost____- 30} Materials and supplies_ __- a 20 
Mquipment cost 10 | Overhead and contractor profit_____ 10 


ach of the above components was reviewed carefully to establish the estimated 
average increased cost, if any, that can be expected to result from a program 
which would be completed in a 3-year period in comparison to proceeding to com- 
pletion at the present rate of construction. The resulting determinations were: 
1. Labor cost, 25 percent increase 

Labor costs will be increased, because available local skilled labor will not be 
sufficient to man a 3-year program. Contractors will have to recruit a larger 
percentage of their skilled labor from the United States. with much higher pay 
scales than for local skilled labor, and with the added cost of transportation to 
aud from the project and subsistence while thereon. 
¢. Equipment cost, 25 percent increase 

A 3-year construction period will involve a much larger equipment plant than 
that required under the current program rate. Equipment costs are therefore 
increased because of the higher equipment investment resulting from the additional 
quantities of equipment required with its additional maintenance, as well as 
shipping and insurance costs. 


3. Materials and supplies, 10 percent increase 

\ moderate increase in costs of materials is expected. In order to meet con- 
struction schedules, procurement is often influenced as much by early delivery 
date as by quoted prices. 

Overhead and contractor profit, no increase 

Che weighted composite average of the increased cost that is expected to result 
from accelerating the completion ot the highway into a 3-year period amounts to 
approximately 20 percent. The following table reflects the effect of the increased 
costs on the construction components and presents a comparison of the estimated 
cost of a 3-vear program with the current authorized rate. 
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Additional cost to comp'ete subsequent to appropriations through fiscal yecr 19 


Estimated Estimate Percentage 
percent of based on increase in 
construction current cost due to 
dollar rate acceleration 


Estimate { 
“Sea 
program 


Labor . 30 $18, 900, 000 25.0 $23, 625 
Equipment. _. 40 25, 200, 000 25. 0 31, 500 
Materials and supplies 20 12, 600, 000 10.0 13, 860 
Overhead and profit 10 6, 300, 000 | 6, 300 


Total 100 63, 000, 000 
Less estimate unallocated funds from prior ap- 
priations 


Total 


The Bureau of Public Roads supports the plan for completion of the Inter- 
American Highway in 3 years. Since the Vice President's visit to the Central 
American countries we have worked very closely with representatives of th 
Department of State in consideration of the various elements involved in comple- 
tion of the highway. We feel that the benefits of early completion exceed the 
additional cost involved. We believe that the accelerated construction of th 
highway will result in development of stronger countries. There seems to be no 
question that the completion of the highway, providing transportation betwee 
the countries, will promote better economic and political relationships. 

Mr. Nrevson. Mr. Chairman, at the conclusion of the departmental 
hearings, | would like to express, on behalf of the Department, our 
appreciation for the kindnesses that you extended us during these 
hearings, and the period of time which the committee spent listening 
to our story on these appropriations. 

Senator HoLtLtaNnp. Thank vou very much. 

(Whereupon, at 4:06 p. m., Thursday, June 2, 1955, the hearing 
was recessed, to reconvene at 10 a. m., Saturday, June 4, 1955.) 
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PDEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATIONS, 1956 


SATURDAY, JUNE 4, 1955 


Unirep STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Wash ington, EC 
The subcommittee met at 10 a. m., pursuant to recess, in room F-82, 
the Capitol, Hon. Spessard L. Holland (chairman of the subcommittee) 
presiding. 


Present: Senators Holland, Ellender, Hayden, Smith, and Thye. 
DEPARTMENT OF COMMERCE 
Maritime ACTIVITIES 


STATEMENT OF HON. HERBERT H. LEHMAN, A UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK 


STATE MARINE SCHOOLS 


Senator HoLtanp. The subcommittee will come to order. 

Good morning, Senator Smith. Are you present as a member of 
the committee or do you want to make a statement about the Merchant 
Marine Academy? 

Senator SmirH. 1 am here as a member of the committee. I have 
someone here to make a statement. 

Senator HoLLAND. Good morning, Senator Lehman. We will be 
glad to have vou appear at this time before we start with the public 
witnesses, if you are ready to appear. 

Senator LeumMan. I am quite ready, Mr. Chairman. I want to 
thank the committee for giving me this opportunity. 

i am pleased to be able to offer my support for the action of the 
House of Representatives in voting $660,000 for State maritime 
schools for fiscal 1956. This action, if agreed to by the Senate, as 
lam confident will be the case, will mean that the maritime schools 
i my own State of New York, in California, Maine, and Massachu- 
setts, will continue to function in their important capacity as training 
centers for America’s merchant marine officers. 

| am proud of the fact that, while | was Governor of New York, 
| was able to help develop and strengthen the State Maritime College 
at Fort Schuyler. During my tenure as Governor, the Fort Schuyler 
College experienced a great growth, both in facilities and student 
population, through the efforts of the State of New York in coopera- 
tion with the Federal Government and President Franklin D. 
Roosevelt. 


54] 
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OMISSION OF FUNDS FROM BUDGET 


Therefore, I was deeply disturbed at the omission from the Presi, 
dent’s budget of any funds for the State maritime se hools, includiy 
Fort Schuyler. There was little or no justification given in the 
President’s budget message of January 17 for this action. 


HOUSE ACTION 


Bv approving the House figure of $660,000, this committee will be 
performing an important service for the maintenance and officering 
of America’s merchant fleet. These four State schools, together wit) 
the United States Merchant Marine Academy at Kings Point, N.Y 
have combined to provide the finest trained young men as officers fo; 
the merchant marine of the United States. Far from restricting th 
efforts of these schools, Congress should be acting to expand training 
facilities of this nature. 

I wish to thank the chairman of this subcommittee and its members 
for this opportunity to present my views on a matter of great personal 
interest to me and many others in my State, and I believe the Nation 
as a whole, 

Senator Hottanp. Thank you very much, Senator Lehman. 

Do you have questions, Senator Smith? 

Senator SmirH. No, thank you. 


STATEMENT OF SENATOR KUCHEL 


Senator HoLLAND. On the same matter, I have a letter date 
January 29, from Senator Kuchel of California, to Senator avden, 
chairman of the full Senate Appropriations C ommittee, and a written 
statement which Senator Kuchel has asked me to insert. 

These will appear in the record. 

(The documents referred to follow:) 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
January 29, 1955, 
Hon. Cart HayYpEN, 
Chairman, Senate Appropriations Committee, 
United States Capitol, Washington, D. C. 

DrAR SENATOR HaypEn: In California, Maine, New York, and Massachusetts 
the State governments have been operating what are known as maritime academies 
for the training of merchant marine officers. The students have gradus ated wit 
their papers as deck or engineer officers and have also been commissioned in the 
United States Naval Reserve. On this basis the Congress has appropriated for 
Federal contributions to the budgets of the academies since 1911. In fiscal year 
1955 the amount for the 4 schools was $660,000. The budget as presented for 
fiscal 1956 contains nothing for this purpose. 

I have discussed this matter with the Senators from the four States and we 
agree that consequences of a somewhat serious nature could ensue from abandon- 
ing the program at this time. The international situation, which apparently will 
be tense for many years to come, emphasizes the importance of this resource for 
training officers. The enrollments in the academies at the end of the last school wou 
vear were 495 at the New York academy; 224, Maine; 180, Massachusetts; and S 
130 California. 

The Senators from the States above desire to appear before your ae to 
urge amendment of the budget in an amount of $750,000 for support. of 
academies in fiscal 1956. I shall very much appreciate being notified of a tin ne 
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when we may appear and I shall be happy to inform our colleagues when this 
will be. 
With kindest regards and best wishes, I am 
Very sincerely yours, 
Tuomas H. Kucuet, 
United States Senator. 


STATEMENT OF SENATOR KUCHEL 


Mr. Chairman, I am appearing here to urge the appropriation for the continued 
Federal support of four merchant marine academies which have been of inestimable 
value in supplying trained officers for the Nation’s merchant marine. 

Last January when it was discovered that no provision had been made in the 


E hudget for 1956 for carrying on this program which dates back to 1911, I and 
‘several of my colleagues from States with such institutions wrote Chairman 


Havden that we were greatly disturbed by the sudden decision to cut off the 
financial aid for the schools. 

The House agreed to continue the Federal support and I was gratified to learn 
that a total of $660,000 was included for this purpose in the appropriation bill now 
efore vou. The amount approved by the House is the same as was voted for the 
present fiscal year. 

' The nautical schools, which had a total enrollment at the end of the last school 
vear of 1,029, are an integral part of the national defense. Serious consequences 
‘ould result from cutting off Federal aid, since State plans for operation are based 

, the expectation that Congress will carry on the program which has been in 
effect for nearly 45 vears. At this time of the year, there is virtually no chance 
that State legislatures can take action to prevent serious curtailment, if not actual 
closing, of these institutions. 

These schools educate both deck and engineer officers for the merchant marine 
In the past, their graduates have automatically become members of the United 
States Naval Reserve. With the continued international tension, it would be 
most inappropriate for Congress to take any step that might reduce our potential 
trained manpower for national defense in case of emergency. 

The State of California will be directly affeeted by failure of Congress to provide 
these funds. The California Maritime Academy, which was founded in 1929, 
operates on a very tight budget. The State legislature is nearing the end of its 
session, being required to adjourn early next month. The California school 
oard of governors prepared their estimates and requests with the expectation 

it the established Federal aid would be forthcoming. Without the Federal 

inds, this institution, with an enrollment of approximately 130, will not be able 
operate in the fiscal year beginning next July 1. The California school, inci- 

lentally, is completing two new buildings, which are being financed entirely by the 
ite, at. a cost of $750,000. 

I fear the effect will be much the same on the academies of the other three 

ates— Massachusetts, New York, and Maine. The Senators from those States, 
as well as my colleague from California, Senator Knowland, joined me last January 

urging continuance of this Federal-aid program and agree with me that conse- 
iences of a somewhat serious nature are liable to result if the program is aban- 
ned abruptly. 


EFFECT OF FAILURE TO PROVIDE FUNDS 


reference to a question that I asked Mr. Rothschild the other day, 
What would happen if New York State does not get Federal funds for 
its State school. Will it close? 

Senator Leaman. Well, certainly without any question its services 
would be greatly curtailed. It might be compelled to close. 

Senator HoLLAND. Senator Kuchel makes the point in his state- 
ment, which I am sure is true perhaps in other cases as well, that the 
legislatures have adjourned and that that makes it particularly diffi- 
cult for anv State to amend or enlarge its own program so as to con- 
tinue its full operation. 

Does that happen to be the case in your State? 


Goes > ~= - 


Senator Smira. Mr. Chairman, | might ask Senator Lehman, in 
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Senator Lenman. That is the case. We adjourned in April. Oy 
legislature will not meet again until January of 1956. 

Senator HoLuanp. I am glad that the record shows that. 

What about the case in the State of Maine, Senator Smith? 

Senator Smiru. The legislature has closed. It only meets once jy 
2 vears. 

The school would not get funds and the program would have ty 
be curtailed to the extent that it did not get special funds. 

Senator Hotuanp. In other words, in the absence of special sessions 
in both the States of New York and Maine, which, of course, would 
entail considerable added expense in itself, the full operation of th 
maritime academies in those two States would be curtailed and very 
adversely affected. . 

Senator LenmMan. That is true. 

Senator Hotuanp. Thank you both. 


STATEMENT OF SENATOR BUTLER 


Senator Butler of Maryland has asked for the opportunity to be 
heard. He was suddenly called away and has left with me a clear 
statement of his position which I now insert in the record. 

Senator Butler’s statement relates primarily to the American mer- 
chant marine, including both payments to carriers and the bringing of 
those payments to a current basis, and the continuance of the plans 
of the Maritime Administration to construct or reconstruct prototype 
ships which he thinks are very necessary. 

He refers to the fact that such cuts as those suggested heretofore 
would be pennywise and pound foolish. 

The statement will be included in the record. 

(The statement referred to follows: ) 


UNITED STaTeES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
June 3, 19565. 
Hon. Spessarp L. HOLLANp, 
United States Senate, Washington, D. C. 


DEAR SENATOR: Since it is impossible for me to attend the meeting of your 
subcommittee scheduled for tomorrow morning, June 4, I respectfully request that 
the attached statement, which I intended to deliver personally, be made a part 
of the hearing. You will note that appropriations for maritime activities are 
here under discussion, and if compatible with your usual procedure, I would further 
request that this statement be read by the clerk of the subcommittee. 

Any cooperation you might care to render in this regard would be deeply 
appreciated. 

With best wishes and warm regards, I am, 

Sincerely, 
JOHN MARSHALL BUTLER, 
United States Senator. 


STATEMENT BY SENATOR BuTLER 


Mr. Chairman, I deeply appreciate your kindness in making available to me this 
opportunity to express my opinions on appropriations for various maritime 
activities of the Federal Government. These opinions are fortified by detailed 
considerations and intense studies by myself, not only as a member of the Senat 
Committee on Interstate and Foreign Commerce, but as chairman, last year, of 
the Subcommittee on Water Transportation. I sball be brief and to the point. 

It seems to me that the time has come for the Congress to cease its irresolute 
pose in regard to the need for an American merchant marine. 

Long ago, in 1920 and 1928, again in 1936 and 1946, and on numerous other 
occasions Congress has affirmed and reaffirmed as a national policy, that there 
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must be maintained a privately owned merchant marine adequate to the needs of 
peace or war. . 

Yet there is always much hemming and hawing, whenever the question of 
fnancial implementation of that national merchant marine policy arises. 

Our military leaders are unanimous in declaring that American shipping is an 
indispensable arm of defense in event of war. The Department of Commerce, after 
a most thorough study of all aspects of our maritime problems, proclaims that the 
national policy with regard to shipping is essentially sound, and enunciates certain 
reasonable conclusions as to what is reasonably necessary to assure establishment 
and maintenance of the prescribed adequate merchant marine. 

Yet each year, again and again, there are those in the Congress who refuse to 
face squarely, the obligations imposed by the national maritime policy. The 
Commerce appropriations measure for fiscal 1956 is a typical instance of congres- 
sional backing and filling in this respect. 

The House bill as transmitted to the Senate might justly be termed an “‘irre- 
sponsible’ bill, that ignores not only the Nation’s contractual obligations toward 
the American shipping industry, but turns its back likewise on sound policies of 
preparedness, an action that could result in incalculable harm should the Com- 
munist attack so long feared actually become a reality. 

By eliminating $25 million from the budget figure for payment of operating 
subsidies to the shipping lines, the House has placed this Nation in the position 
of defaulting on its obligations. The Maritime Administration, acting under 
authority given by the Congress, agreed to pay these subsidies to the lines, to 
enable them to operate in the face of competition by foreign shipping whose lower 
wage and other costs give them an enormous competitive advantage. Without 
these operating subsidies, our shipping is confronted by even bleaker times. We 
have told them to continue operating—that we would help to the extent of the 
operating differential in costs. And now we are in the position of ‘‘welshing on 
our promises,’’ a position which I am certain you, the members of the Appro- 
priations Committee, would not sanction. 

In reducing the ship construction funds from $102,800,000 to $64,700,000, the 
House has uttered an emphatic—but I believe thoroughly unwise—‘‘no”’ to 
provisions for the construction of prototype cargo vessels and tankers that would 
prevent, in the event of further war, another fiasco like the Liberty-ship program 
of World War IT. 

When emergency strikes, there is no time for planning the types of cargo 
ships and tankers that would be most useful to the military. We had no plans for 
such construction in World War II and, such was the need for haste, we had to settle 
for the slow Liberty ships that were outmoded before construction, and have been 
of little use since. 

The prototype ships for which funds were eliminated by the House are intended 
to serve a most strategic purpose—they are to be the models upon which a con- 
struction program, to meet any future emergency, could be formulated. If 
constructed now, and thoroughly tested in actual use, they would save valuable 
time and probably millions or billions of dollars in any future war. 

These penny-wise, pound-foolish cuts should be restored—in the interest 
of our own self-respect, as well as in the interest of national security. We suffered 
the agonies of exorbitant costs in World Wars I and II for lack of forethought in 
the matter of ship planning. We certainly should not make that same mistake 
a third time. 

Thank you so much for your courtesy. I fervently hope that your subcom- 
mittee will recommend the restoration of these funds. 


STATEMENT OF HON. JOHN F. BALDWIN, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


MARITIME ACADEMIES 


Senator Houuanp. I understand that Congressman Baldwin of 
California is here to be heard. 

Representative Batpwin. Mr. Chairman and Senator Smith, I 
come from the district in California in which is located the California 
Maritime Academy. I would like to file my full statement in the 
record, 
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In California, Maine, New York, and Massachusetts the State 
governments have been operating maritime academies for the training 
of merchant — officers. The students have graduated with their 
papers as deck or engineer officers and have also in the past been 
commissioned in “the United States Naval Reserve. On this basis 
the Congress has appropriated Federal contributions to the budgets 
of the academies since 1911. In fiscal year 1955 the amount for the 
4 schools was $660,000. The budget as presented for fiscal 1956 
made no provision for this purpose, but the House of Representatives 
has restored the full sum of $660,000 in the Department of Commerce 
appropriation bill, H. R. 6367, which recently passed the House of 
Representatives. Upon this point, House Report No. 603 reads as 
follows: 

HOUSE COMMENT 


State maritime schools.—The committee has restored the funds for the State 
maritime schools for the coming fiscal year. The amount recommended, $660,000 
is the same as was appropriated for this purpose for the fiscal year 1955. Many 
Members of Congress and others presented convincing testimony as to the im- 
portance of these schools to the future of the maritime industry and the national 
defense of the country. 

Consequences of a serious nature could result from abandoning the 
program at this time. The international situation, which apparently 
will be tense for many years to come, emphasizes the importance of this 
resource for training officers. The enrollments in the academies at 
the end of the last school vear were 495 . the New York academy: 
224, Maine; 180, Massachusetts; and 130, California. 

[t would appear particularly inappropriate to terminate this pro- 
vram at a time when we are simultaneously considering an expansion 
of other Federal assistance to State educational programs. — First 
consideration should logically be given to the continuance of existing 
programs. I most sincerely hope that the Appropriations Committee 
and the Senate will provide an appropriation of $660,000 for the 
support of these academies for fiscal year 1956. 

| have attached, and would like to insert in the record, a letter 
from the chairman of the board of governors at the California Maritime 
Academy, with a statement of facts that he encloses. 

I might say, Mr. Chairman, that his letter points out the fact that 
they had checked by phone on December 10 with the Maritime 
Administration to verify that funds would be in the budget as usual, 
and at that time were assured that they would, and they made their 
budget recommendation to the State legislature on the basis that the 
funds would be there. 

The California legislature is closing within the next week, and the 
budget that was submitted did not include any funds for this portion 
of it, and if the Congress does not restore these funds, the California 
academy would be in very, very serious straits at the present time 

Senator Hottanp. Thank you for your remarks. 


PREPARED STATEMENT 


Your statement may be included in the record. 
(The statement referred to follows: ) 
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STATEMENT OF JOHN F. BALDWIN 


Mr. Chairman, in California, Maine, New York, and Massachusetts the State 

sovernments have been operating Maritime Academies for the training of mer- 
ehant marine officers. The students have graduated with their papers as deck 
or engineer officers and have also in the past been commissioned in the United 
States Naval Reserve. On this basis the Congress has appropriated Federal con- 
tributions to the budgets of the Academies since 1911. In fiscal year 1955 the 
amount for the four schools was $660,000. The budget as presented for fiscal 
1956 made no provision for this purpose, but the House of Representatives has 
restored the full sum of $660,000 in the Department of Commerce Appropriation 
bill, H. R. 6867, which recently passed the House of Representatives. Upon this 
point, House Report No. 603 reads as follows: 
' “State maritime schools.—The committee has restored the funds for the State 
maritime schools for the coming fiscal vear. The amount recommended, $660,000 
is the same as was appropriated for this purpose for the fiscal year 1955. Many 
Members of Congress and others presented convincing testimony as to the import- 
aree of these schools to the future of the maritime industry and the national de- 
fense of the country.” 

Consequences of a serious nature could result from abandoning the program at 
this time. The international situation, which apparently will be tense for many 
vears to come, emphasizes the importance of this resource for training officers. 
The enrollments in the academies at the end of the last school year were 495 at the 
New York academy; 224, Maine; 180, Massachusetts; and 130, California. 

It would appear particularly inappropriate to terminate this program at a time 
when we are simultaneously considering an expansion of other Federal assistance 
to State edueational programs. First consideration should logically be given to 
the continuance of existing programs. I most sincerely hope that the Appropria- 
tions Committee and the Senate will provide an appropriation of $660,000 for the 
support of these Academies for fiscal year 1956. 

In this connection, I have received the following letter from the Chairman of 
the Board of Governors of the California Maritime Academy stressing the urgent 
need for restoration of this appropriation: 


Markcu 2, 1955. 
CRISIS CALIFORNIA MARITIME ACADEMY 
ACTION NEEDED IMMEDIATE 


DeaR Mr. Batpwin: A serious crisis now exists at the California Maritime 
Academy which endangers its very existence, and your help is urgently needed. 

The academy was founded in 1929 and is an educationa! institution of the State 
of California for educating voung men to become merchant marine officers. There 
are three other State maritime academies: New York (founded in 1874), Massa- 
husetts (founded in 1888), and Maine (founded in 1941). 

Congress in its wisdom and foresight enacted a law in 1874 which, as amended, 
has heen in effect ever since and which empowers and authorizes the Federal 
Government to aid States maintaining maritime academies. 

In full reliance and solely upon this Federal law, the maritime academies were 
founded by the four States and, in continued reliance upon said law, have expended 
millions of dollars in maintaining these academies vear after year, and in the 
construetion of facilities and buildings. At the California Maritime Academy 
right at this moment we are completing two new buildings at the sole cost to the 
State of approximately $750,000. 

Total Federal aid last vear to the four State academies was $660,000, of which 
California received the benefit of about $100,000. We have always received this 
Federal aid, year after vear, and were informed on December 10, 1954, by the 
Maritime Administration, that the budget now being considered by Congress 
contained this sum of $660,000 for State aid. However, when the budget was 
submitted, all money for State aid of the academies had been elin inated. <A 
representative of the Department of Commerce informed me, personally, that the 
Department had no objection to the restoration of these funds in the budget. 

We have already prepared and submitted to the State legislature our budget 
for the year commencing July 1, 1955, which was prepared with the expectation 
of the usual Federal aid that had always been forthcoming. 

Under our budget as submitted to the State legislature, and without the usual 
Federal aid, the California Maritime Academy cannot operate for the fiscal year 
starting July 1, 1955. 

Attached hereto for your ready reference is a complete statement of the facts. 
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Will you please use every effort to get the appropriations for all State maritime 
academies restored to the budget? 

Set forth below are the names and addresses of the other board members. 

Anxiously awaiting your reply, I am, 

Respectfully yours, 
R. D. SwEENEY, 
Chairman, Board of Governors, California Maritime Academy. 

Senator Luther E. Gibson, 516 Marin Street, Vallejo, Calif.; Dr. J. Burton 
Vasche, department of education, Sacramento 14, Calif.; Mr. Hugh Gallagher, 
Matson Navigation Co., 215 Market Street, San Francisco 5, Calif.; Mr. Gene M. 
Harris, 1220% State Street, Santa Barbara, Calif. 


STATEMENT OF FACTS 


The California Maritime Academy is an educational institution of the State of 
California and is located near Vallejo, Calif., on San Francisco Bay. It was 
founded by an act of the State legislature enacted in 1929, 

The purpose of the academy is to train and educate young men for the ever. 
increasing technical and difficult profession of a merchant marine officer. It is the 
only educational institution west of the Atlantic coast devoted exclusively to the 
teaching of nautical sciences and marine engineering so as to afford within its 
confines all instruction necessary for a well-qualified merchant marine officer. 

Fach graduate receives a bachelor of science degree and upon passing the re- 
quired Coast Guard examination (which they all do) also receives either a license 
as a third mate or a third engineer officer, depending upon which branch the grad- 
uate has chosen. Those graduates who can pass the required physical examination 
also receive a commission as an ensign in the United States Naval Reserve. The 
Navy Department maintains naval personnel at the academy for the purpose of 
instructing the students in allied naval sciences. 

The academy and its graduates have an excellent standing and reputation with 
the maritime and shipping industry, the Propeller Club, American Legion, and 
other civic organizations. 

Excellent and similar maritime academies are maintained by the States of New 
York (founded 1874), Massachusetts (founded 1888), and Maine (founded 1941). 

These academies fulfill a great need to private industry and in the educational, 
economic, national, and international life of this country, and students are accepted 
from any State in the Union. 

Congress in its great wisdom and foresight enacted a law in 1874 which as 
amended has ever since been an honored law of this Nation (34 U. 8. C. A. 1121- 
1130) and which basically empowers and authorizes the Federal Government, in 
order to promote nautical education— 

(a) to furnish a State a suitable vessel to be used for the benefit of any 
nautical school established in certain named ports upon condition that there 
shall be maintained a school for the instruction of youths in navigation, 
marine engineering, and all matters pertaining to the proper construction, 
equipment, and sailing of vessels or any particular branch thereof; 

(b) to repair or recondition and equip said vessel; 

(c) to detail naval officers as instructors to said schools. 

The Federal law authorizes the appropriation of $50,000 annually by the Federal 
Government to each such State school for the purpose of aiding in the maintenance 
and support of such nautical school. Of this $50,000 up to $25,000 thereof is to 
be paid to each State if it admits students who are residents of other States, said 
payment to be on a per capita cost basis. 

In full reliance and solely upon this Federal law and with the right to believe 
that the Government would abide by its own word as solemnly expressed in this 
law, the maritime academies were founded by the above four States and which 
States in continued reliance thereon have each expended millions of dollars in 
maintaining these academies year after year and in the construction of facilities 
and buildings. At the California Maritime Academy, right at this moment, we 
are just completing 2 new buildings at the sole cost to the State of approximately 
$750,000. 

These four States have fulfilled all of the conditions of the Feueral law entitling 
them to this aid which, because of the permanent character of the academies, is 
of a continuing nature. 

Each year the Federal Government, except as hereinafter set forth, pursuant 
to said law, has furnished and still furnishes each of said States a ship and pays 
the annual overhaul thereof, which is paid direct by the Government to the 
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private shipyard which performs the work. Each State provides the cost of and 


performs the usual routine maintenance and repair of these vessels which are kept 
in excellent operating condition and which otherwise would be rotting at anchor. 
Title to these ships remains vested in the United States. 

jach year the Federal Government has appropriated and paid to each State 
the sum of $25,000 as authorized in said law and also the proportionate part of 
the additional $25,000 depending upon the number of out-of-State students and 
the per capita costs and also money toward subsistence, and an annual allowance 
of $200 each for uniforms and textbooks for a certain limited number of students. 

This long course of conduct between the Federal Government and the States 
having Maritime Academies has construed the Federal law and the intent of the 
parties and has permitted each State to rely upon this aid. 
' For the fiscal year which ends June 30, 1955, the Federal Government, with 
respect to the California Maritime Academy, appropriated and will pay: 


Annual overhaul of ship--- -- - eee 2s $37, 450 
{nnual grant . peratcsn cae one .. 20,000 


Toward subsistence_ _ — ; oe Louececceaxae  seeen 


Total__ ; Sets a ; 85, 125 


The annual uniform and textbook allowance of $200 each to a limited number 
of students, which is paid direct to the student, will amount to about $20,000. 
The total annual appropriation of all money by the Federal Government, with 
respect to all 4 State academies for the fiscal year ending June 30, 1955, is 


660,000, which, I believe, is the same amount appropriated in the several previous 


vears. There are a total of about 1,100 students in the 4 State academies, which 
isan annual cost to the Federal Government of about $600 per student, and this 


1 


includes the costs of repairs by the Government to its own ship. 


The inclusion of the above funds in the Federal budget for many years last 
past has been under and is the duty of the Maritime Administration of the 
Department of Commerce. Each year it has been included. 

Suddenly, and without any notice or warning to the State academies, and for 
the first time that memory of man runneth not to the contrary, including depres- 
sion years, and in complete disregard of the intent of Congress as expressed in its 
laws, the annual grants were entirely eliminated from the preseat Federal budget 
now under consideration by Congress. 

Each year the State academies, as a matter of course and to be sure we are not 
forgotten, inquire of the Maritime Administration if the money for the State 
academies has been included in its budget. This we did this year on December 10, 
1954, and were informed that the same amount, $660,000, for the State academies 
was in the budget as was in last year. 

You can imagine our astonishment, indignation, and despair when we were 
informed for the first time by reading the newspapers that the appropriations for 
the State academies had been eliminated from the President’s budget and there 
were inferences that the President himself had done the eliminating. Of course, 
no President knows the detail of very item in the budget and it is not fair to place 
the stigma upon him of doing something contrary to the intent of Congress and 
its laws and of participating in misleading the States. 

On January 26, 1955, I telephoned Mr. Louis 8. Rothschild, the then Maritime 
Administrator, and he affirmed that the appropriation was in the budget when 
we inquired on December 10, 1954, but had been later taken out. He stated he 
was not at liberty to say why or by whom. He did say that he would have no 
objection whatsoever to have the appropriation restored to the budget and would 
not oppose any action by the State academies in so doing. We suggested that we 
request our Representatives in Congress to restore it to the budget. 

If the appropriation of the $660,000 were in the budget, it would undoubtedly 
have passed without question. The Department of Commerce cut it out of the 
budget. The Department of Commerce now says it has no objection to its restora- 
tion. Hence, restoration should be simple with no Government opposition. 

Our plight at the California Maritime Academy is very serious. We operate 
on a very tight budget. We have already prepared and submitted to the State 
legislature now in session our budget for the year commencing July 1, 1955. This 
Was prepared with the expectation of the usual Federal aid which had been forth- 
coming for years. 

Under our budget as submitted and without the usual Federal aid, the California 
Maritime Academy cannot operate for the fiscal year starting July 1, 1955. 
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We have kept faith with the Federal Government—we have fulfilled the condi. 
tions on our part to be performed under the Federal law entitling us to this aid. 

If the appropriations are not restored to the budget for State academies, wo He rec?! 
feel that the Federal Government has not kept faith with us and our youth. — [t js ther 
needless to state the results which follow from such procedure. ‘| 

As our chosen representatives, who are our only salvation from wrongfy| 
governmental acts, we urgently request your assistance in getting the appropria. 
tion for State maritime academies restored to the budget. 

Not only is our academy endangered, but so also is the soundest principle of 
good government— integrity and fairness in its dealings with its citizens. 

This is a long letter, but the case is a hard one, and even more could be said. 

Your help is anxiously awaited. 

Sincerely yours, 


we 


R. D. SwWeENEYy, 
Chairman, Board of Governors, California Maritime Acaden 


EFFECT OF FAILURE TO PROVIDE FUNDS 


Senator HoLtLtanp. Are there questions? 

Senator Smita. Mr. Chairman. 

Congressman Baldwin, Mr. Rothschild stated the other day that he 
had talked with people in the States where the State maritime schools 
were located, and he was given to understand that the State schools 
would be continued and not curtailed. 

Do vou feel that would be true in California? 

Representative Batpwin. No. I do not feel that that would be 
true because the California Academy last year received approximatel 
$100,000 from the Federal contribution and they wouldn’t have that 
$100,000 for the next operating vear. That means that they would be 
operating under impossible circumstances. They would have to 
either drastically curtail the operations of the school or cut it out com- 
pletely under the circumstances. 

Senator Surry. Thank you very much. 


Maineé Maritime AcapEMyY 


STATEMENTS OF RALPH A. LEAVITT, CHAIRMAN, BOARD OF 
TRUSTEES; AND EDWARD G. HOUGH, EXECUTIVE SECRETARY 
AND PRESIDENT OF ALUMNI ASSOCIATION 


PREPARED STATEMENT 


Senator HoLLaNnp. Now, Senator Smith, as I understand, you have 
some official or perhaps semiofficial witnesses here in behalf of the 
Maine Maritime Academy. Would you like to have them heard at 
this time? 

Senator Smiru. I would. Mr. Chairman, Mr. Ralph Leavitt, the 
president of the board of trustees of the State Maritime Academy in 
Maine is here. He has been with us for a long, long time. With him 
is Mr. Edward Hough, the executive secretary of the Maritime 
Academy in Maine. 

They have brief statements, and I will very much appreciate if they 
may be heard. 

Senator HoLutanp. Mr. Leavitt, you may proceed. 

Mr. Leavirr. I have put in a statement at your request and have 
again filed a statement from Mr. Sweeney, the chairman of the Cali- 
fornia school which he asked me to do, but which Representative 
Baldwin has already done. 
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Senator HoLLtaNnpb. Your own statement will be fully printed in the 
record with the notation that you also offered the Sweeney letter but 
there will be no need to reprint it. 

(The document referred to follows:) 


Senator SpEssarD L. Houianp, 
Chairman, Subcommittee on Commerce and Related Agencies. 

DeAR Str: I am very happy to be before your committee today in accordance 
with request by Senator Margaret Chase Smith of Maine, to ask fervently that 
your committee retain in the appropriation bill the $660,000 set up for the expendi- 
tures of the four State maritime academies. 

Although I am from Maine, and perhaps logically should only be asking for 
the share of this money which will be earmarked for Maine, which amounts to a 
little less than one-quarter of the total, I am also a citizen of the country, and am 
very interested in the training of merchant marine officers for the entire merchant 
marine. 

Therefore I am making my statement relative to the entire $660,000 and wish 
to present as part of my statement, in accordance with request from Mr. R. D. 
Sweeney, chairman of the board of governors of the California Maritime Academy, 

statement made by him entitled, ‘“Crisis—California Maritime Academy.” 
This statement of Mr. Sweeney’s covers the situation very thoroughly. It has 
been prepared after considerable correspondence between Mr. Sweeney and 
myself, as well as 1 or 2 conferences and many telephone calls. In this statement 
of Mr. Sweeney’s, I coneur 100 percent, and ask that it be spread on the record, 
as Mr. Sweeney is unable to come from California at this time. 

In addition to the statment made by Mr. Sweeney, I would like to point out 
what I think is a verv great misdemeanor on the part of the Department of Com- 
merece. I have definite information that Mr. Weeks, the Secretary of the Depart- 
ment, Mr. Rothschild, who is now Under Secretary in charge of commerce and 
who at the time the budget was made up was the Administrator of the Maritime 
Commission, have visited Kings Point on Long Island at least onee and I believe 
more times that that. To my knowledge, Mr. Rothschild nor Mr. Weeks have 
ever visited 1 of the 4-State maritime academies. Every bit of information they 
have relative to their criticism of these schools is hearsay. They have been 
invited to visit all the schools but have never gone to the trouble to visit them. 

At Castine we have a school which is unique, which is doing a beautiful job of 
training officers. Our graduates are meeting with the highest approval of the 
industry, and their fitness reports from the Navy are excellent, and I cannot help 
but be a little irked that men in high appointive offices should see fit to discontinue 
the aid for such a school without even bothering to make an inspection of it and 
see what we have to offer. The Government has spent hundreds of thousands of 
dollars at this school to good advantage, and for an official to make a statement 
that the school should be closed, without ever looking at it, is the height of some- 
thing, in my estimation. 

[ hope that members of your committee can come to Castine and visit us and 
look our school over. J especially wish that somebody could come to the school a 
week from today when we have our 14th graduation exercise. I am sure that if 
you or the members of vour committee could once see what we have up there in the 
state of Maine that at least you world not advocate taking the money away to 
support that school. 

I have visited the other schools, except California, but I know that they have 
high standards of educational excellence, and also are worthy of being supported 
by the Federal funds being requested here. 

[ have lived with this program now closely since 1941 on an entirely voluntary 
basis, and I could go on talking for a long time, but I know that your time is 
valuable, that you have many other very important things to consider, and many 
other witnesses are to appear before you. Therefore, I will say no more except 
to implore that you continue the support of these four State maritime academies 
on the same basis as the last few vears. 

Yours very truly, 
tanPH A. LEAVITT. 


GENERAL STATEMENT 


Mr. Leavitt. We in Maine are running a school which we feel is 
doing a good job for the country. We were very much surprised when 
the curtailment of the money was suggested in the President’s budget, 
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expecially so when nobody from the Department of Commerce 0; 
from the Maritime Administration came to Maine to even look at th» 
school to see what they were trying to close. 

I have checked with the boards of governors of the other schools 
and find out that nobody came anywhere near those schools to see 
what kind of a job they were doing. 

In a statement by Mr. Rothschild less than 2 years ago, he stated 
that the maritime academies were doing as good if not a better job 
than at Kings Point. 

Now, if we are doing that type of a job, to close the schools on the 
pretense that they are not good schools when they admit that we are 
turning out as good a produc t seems a little bit foolish. We would 
like very much to have somebody from this committee, at least, come 
up and see our school and look us over. 

We are going to have a graduation just 1 week from now. 


CONTRIBUTION OF NEW ENGLAND TO MARITIME INDUSTRY 


Senator Hottanp. Do you think it is peculiarly appropriate that 
the rock-ribbed coast of New England should continue to make 
contributions to the maritime personnel and efforts of our Nation? 

Mr. Leavirr. We have been doing it since 1605, and we think we 
can still do a good job. 

With that, I have already given the statements in, and I will not 
take more of your time, because I see that you have many witnesses 
here. 

Senator HoLLanp. There is one question which I would like to 
have affirmatively answered in the record. 


STUDENTS FROM OTHER STATES 


Your academy does not limit its students to citizens of the State 
of Maine? 

Mr. Leavitt. No, sir. We have about one-third of our students 
from out of the State and have had since the school started. 

Senator HoLLanp. That policy is also effective in all of the other 
State maritime schools? 

Mr. Leavirr. That is true. There is one other thing I would like 
to say. 

I have been in the shipping business for 35 years. This maritime 
academy is my first love, because of the fact that I am working with 
the school in Maine, but the reason for the school in Maine and the 
reason that they started was because I wanted a stronger merchant 
marine for the United States. 

I want to say that many of these people here today I know are 
coming in asking for more money for the merchant marine to make it 
strong. These maritime academies are simply one segment of making 
that strong, and I hope you will see fit to do other. things on other 
lines that will make us have a merchant marine which is worthy of 
the United States of America. 

Senator Hotuanp. Thank you. 

Senator Thye? 

Senator Tuyr. Mr. Chairman. 
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| would like to learn, how long is your training course? 
Mr. Leavitt. A 3-year course. 
Senator Tuyr. What is the cost to the student? 


COST TO STUDENT 


Mr. Leavitt. The cost to the student the first year is $1,300, the 
second year about $1,000, and the last year about $900. 

Senator THyr. What is the student’s qualifications? 

Mr. Leavitt. He has to be a citizen of the United States. 

Senator THyre. What are his qualifications as a seaman? 

Mr. Leavirt. He has no qualifications as a seaman except to have 
a love for the sea and the desire to be an officer. He has to be a 
graduate of a high school. 


QUALIFICATION OF GRADUATES 


Senator Tuy. His qualifications, when he has completed the course, 
is that he is qualified to take complete command of a ship? 

Mr. Leavitt. No; he is qualified to be a third mate or a third 
engineer and an ensign, and, if he passes his physical examination and 
has attained a good enough ‘rank in his naval science course, to be an 
ensign in the United States Naval Reserve. We do not make captains. 
Captains come later. 

Senator Tuyr. You lay the foundation, I presume. 

Mr. Leavirr. We lay the foundation, I presume. 

Senator HoLLanpb. Senator Smith? 

Senator SmirH. Senator Leavitt, do you graduate all of the students? 
Are they all commissioned out of the school? 

Mr. Leavitt. When they come out of the school they all have com- 
missions. 

Senator Smiru. What is the passing rank? 

Mr. Leavirr. This year the Navy has turned down one boy who 
they did not think put in enough effort. They have not been as dis- 
criminating before. Any boy who graduated automatically got the 
commission. 

Senator Smirx. In an attempt to discover who was recommending 
the cut of funds against the State schools, I asked Mr. Rothschild if 
he had a part init. He said he did and that he had talked with repre- 
sentatives of the State academies and was told that their activities 
would not be curtailed. 

Will you comment on that as far as Maine is concerned? 

Mr. Leavitt. I talked with Mr. Rothschild in Boston when he came 
to make a speech there about 3 months ago. I was a little piqued at 
the time. I told him that even if we did not get funds we were going 
to run our school. He was not going to close us up. He will admit 
that was a brash statement to make. I meant that I would do every- 
thing I possibly could to keep the school open if you took the funds 
away. I donot know whether I would be successful or not. Some of 
the other schools have said they would close. 

Up in Maine, we get a little peeved once in a while when people 
try to close us up. 
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FEDERAL CONTRIBUTION TO SCHOOL 


Senator HoLLANpb. For the record, Mr. Leavitt, what is the relatiye 
importance of the Federal contribution to the operation of this school. 
in dollars and cents, as compared to the State contribution? 

Mr. Leavirr. In our State it is about equal. You see, out of this 
$660,000 that you are giving in this fund, about $80,000 goes direct} 
to the school. The balance goes to 710 students in the school, $43) 
is paid to the student directly for uniforms and books; that does no} 
go into the running expenses of the school itself. So that the total 
that comes to the school is $22,500 that you give the school itself, an 
then there is another $25,000 that is given for out-of-St ate students 

On top of that, vou give us anywhere up to $38,250 for the repair of 
the ship. 

That is all the money that goes into the treasury of the school 
The rest of it goes to the students themselves. 

Senator HotLtanp. Then, as a matter of fact, a sizable portion of 
the Federal grant comes to the State because it does accept and invit 
out-of-State students? 

Mr. Leavrrr. That is right. 

Senator HoLLANpb. And a sizable part of the Federal funds comes 
to the State indirectly in that it goes to finance the students whether 
thev come from Maine or from outside Maine. 

Mr. Leavirr. That is right. 

Senator Hotuanp. And the total which comes from Federal funds 
if I understand you, is about 50 percent of the entire cost of the 
operation. 

Mr. Leavirr. No; our budget at Maine is $450,000. 

Senator Tuyr. Then the Federal is how much of that? 

Mr. Leavirr. The Federal gives us about $80,000. 

Senator HoLiaNnp. I understood you to say that it was 50-50. 

Senator Tuyr. The Federal gives about $150,000, all told. 

Mr. Leavirr. The State gives us $95,000, the Federal $80,000, and 
the rest of it we take from the students as tuition. 

The students pay the largest amount in our school. You under- 
stand I am talking about Maine. 

Senator THyn. That is the question we have before us right now. 

Mr. Leavitt. I know the financial setup of the other schools, too, 
but I do not think that is up to me to comment upon. I am giving 
you the percentage in Maine on this. Do not misunderstand that I 
am talking about all the schools. 

Senator HotuaANnp. Insofar as the publicly financed part of your 
operation is concerned, that which does not come from the students 
themselves, the operation is nearly 50-50 as between the State and 
Federal Governments. 

Senator Smith? 

Senator SmitH. You cleared it with that question. 

Would you hear Mr. Edward Hough briefly, Mr. Chairman? 

Senator HoLtLaAnp. Mr. Edward Hough. 


NEED FOR ACADEMY TRAINED MEN 


Mr. Hoven. I would like to read a brief statement, if I may. 

Apparently there is a difference of opinion among interested persons 
as to the advisability of training young men to become qualified 
merchant seamen and officers. 
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| am interested primarily in merchant officers, being one myself, 
and also being the president of the Maine Maritime Ac ‘ademy Alumni 
Association, havi ing approximately 1,000 members. I have personally 
come im contact with hundreds of officers sailing our great U nited 
States merchant ships, and | will state here and now that the need for 
academy-trained men is great. 

We in the United States think nothing of demanding that our doctors 


Fand lawyers be college graduates and even postgrs aduates, and yet we 


entrust great ships and huge cargoes of tremendous value, some in 
the millions, to men who have little if any formal education. This is 
not a healthy situation, and we are probably the only country in the 
world to do this. Our merchant officers also travel to the four corners 
of the world and I am of the opinion that these men should be educated 


Fmen and a credit to the United States of America. 


YOUNG MAN S CALLING 


The pena reg mies are training and turning out at a rate of 
about 500 per year the finest of such educated merchant officers. 
This industry is a young man’s calling, and as such has a larger turn- 


over than that of some other less rugged ones. The United States 
s Coast Guard licenses approximately 1,500 officers per year. We are 
} supplying only one-third of those men, and we honestly feel that we 


should be educating a far greater percentage. 

It seems ironical to me that we, the leading Nation in the world 
today, who spend billions on military defense and billions on a great 
Navy that is the leader of the world, will not appropriate a mere 
$660,000 to train competent officers for a merchant marine that is the 
reason for the existence of this billion-dollar Navy. 

We are not asking for charity. We are offering the United States 


> Government at bargain rates well-trained merchant officers and quali- 


fied United States naval officers at a cost of approximately $1,800 per 
officer. The Federal Government cannot refuse this opportunity. 

| most sincerely urge that this committee maintain past policies of 
support to the State maritime academies both to foster a prosperous 
and healthy merchant marine and to aid in the common defense. 

Senator HoLLAND. Senator Smith? 

Senator SmiruH. I have no questions. 

Senator HoLLANb. Senator Thye? 

Senator THyr. There was just one question. 


EXTENT OF FEDERAL ASSISTANCE 


The Federal Government has how much invested in each student? 
You referred to it in your statement. 

\Ir. Hover. $1,800 for the 3-year period. 

Senator Torr. That is $600 a year 

Mr. Hovau. $600 a year. 

Senator Tuyr. Toward the education of an officer in the merchant 
l awe ») 
narine? 

Mr. Hoven. That I will qualify. That is the Maine Maritime 
Academy. 

Senator THyr. The only reason I asked this question is just to 


; amplify the fact that here is a Federal assistance for you, your associ- 
ates or any future student getting an education, is it not? 
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Mr. Hovau. Yes, it is. 

Senator Ture. That is all. 

Senator Hotianp. I want to supplement that by this question, 
I understand you are head of the alumni group of the school? 
Mr. Hovau. Yes, sir, I am. 


PERCENTAGE OF OFFICERS IN NAVAL RESERVE 


Senator Hotuanp. I believe you said there are about 1,000 alumni. 
Do you have any showing as to what percentage of them are now 
officers in the Naval Reserve and what percentage are active officers in 
the merchant marine and perhaps in the Coast Guard? 

Mr. Hoven. Yes, I have it right here, as a matter of fact. 

We have quite accurate records from the close of 1949 on. Previous 
to that class they were wartime classes and we feel that, although a 
lot of them are still at sea, they did not go into the academy with the 
intention of making a lifetime career as they do now. Roughly 
breaking it down out of those last 6 classes, 362 graduates, 46 percent 
of them, are right now in the merchant marine as officers; 43 percent 
are on active duty in the Navy. 

Senator HoLLaNnp. That is an additional 43 percent? 

Mr. Hoven. That is right, 46 in the merchant marine, and 43 per- 
cent in the Navy; 1 percent continuing at postgraduate colleges: 
5 percent are ashore in related industry. That would be working 
for steamship companies. And 3 percent are nonrelated. 

Senator HoLtutanp. Then as a matter of fact, 97 percent of the 
members of your last 6 graduating classes are in active maritime 
occupations? 

Mr. Hoven. That is correct. 

Senator HoLLanp. And the larger portion of them are in either 
the merchant marine or the Navy? 

Mr. Hoven. That is correct. 

Senator Hotuanp. Thank you very much. 

Mr. Leavirtr. The training which we give in these maritime acad- 
emies in seamanship, navigation, and things of that sort makes these 
boys very desirable to the Navy and the Navy is all the time reaching 
in and taking these boys out of the merchant marine for their 2 years 
in the Navy and are offering a great many of them inducements to 
stay in the Navy when they once get there. 

Senator Tuyr. What percent of your graduates leave the merchant 
marine and go to the naval service? 

Mr. Leavirr. Almost 80 percent of them at some time serve in the 
Navy their 2 years. 


GRADUATES SUBJECT TO DRAFT 


Senator Toye. You mean, in other words, that they are like any 
other young men, subject to military service, selective service as we 
refer to it generally. Any college graduate is subject to a certain 
amount of military service if his country sees fit to call him. 

Mr. Leavirtr. That is true. 

Senator Tyr. So that your merchant marine education is no dil- 
ferent from that of a university or a college in that when a young 
man has graduated he is sometimes subject to serve if he has not 
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already served a period of time. So your merchant marine is no 
exception in that respect. 

Mr. Leavirr. The boys from these schools have an exception in 
this way, and I am not going to the figures of this because I am not 
sure; you have a Naval Academy at Annapolis. You also have the 
Holloway plan. You also have naval ROTC. In each of those pro- 
crams, you are training men to be officers of the Navy because the 
Navy needs officers. 

In each one of those the Federal Government is spending several 


| thousand dollars. 


In this case, you are getting not a man that you can draft as 
first class or a ‘gob, to use the phrase that most people use, and I at 
not being disrespectful to them—but instead of going in on the lower 
level you are training not only a good officer but a superior officer to 
the Navy, one that they are using and are very, very glad to get. 
It only cost you for the 3 years at our academy $1,800 to get him, 
where to get that same officer anywhere near as well trained from some 
of your other programs, you are spending anywhere from five to ten 
to fifteen thousand dollars. 

Senator Tuyr. Thank you. 

Mr. Leavitt. That is the difference, I believe, in our school, that 
we are giving you a superior trained officer for a smaller amount of 
money than you are getting them anywhere in the world. 

Senator HoLtanp. We are not at all unsympathetic. We want the 
record to show that. 

Senator Smiru. In other words, graduates of the maritime academy 
are not exempt from military service. They go in as officers rather 
than as privates, as I understand. 

Senator HoLtanp. That differs in no respect from the Reserve 
officers who come from the land-grant schools and from schools 
that have Naval Reserve programs such as the Georgia School of 
Technology. 

Senator Smiru. And the fact that we need them during wartime 
makes it all the more important that we do this as inexpensively as 
possible during peacetime. 

Senator HoLianp. I repeat that I think this is a question of State 
aid rather than Federal aid which we customarily receive. 


FreperRAL-Aip ArrPoRT PROGRAM 


STATEMENTS OF WILLIAM B. HARTSFIELD, MAYOR, CITY OF 
ATLANTA, GA.; AND CYRIL C. THOMPSON, IN BEHALF OF THE 
AMERICAN MUNICIPAL ASSOCIATION 


GENERAL STATEMENT 


Senator HoLLtanp. The next witness we have listed here is a long 
and dear friend of mine, Mayor William B. Hartsfield of Atlanta, Ga., 
who in our part of the country is known as a sort of leader in the field 
of hospitality. He is the hospitality extender for the city of Atlanta. 

Mayor Hartsfield, I do not know what your present mission is, but 
we are glad to have you. 

Mr. HarrsFripip. We have had the pleasure of having you there and 
also the pleasure of having Senator Smith. 
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Senator Smiru. I remember that that was a very very great pleasure. 
Senator HoLLanp. You may proceed. 


ADEQUATE SYSTEM OF PUBLIC AIRPORTS 


Mr. Harrsrietp. Mr. Chairman, I am appearing here today as 
spokesman for the American Municipal Association, whose 12,000 
members represent about 1,200 communities in the United States. | 
am. before you as a partner, a municipal partner, nationally speaking, 
who has been spending millions of municipal dollars and we seek 
action by the Federal partner in our joint undertaking of providing 
this country with an adequate system of public airports. 

We want to emphasize the urgent necessity this year for the full 
$100 million annual appropriation authorized under the Federal Air- 
port Act of 1946. 

We have prepared and we ask permission to file with you for the 
record what I believe to be a comprehensive statement covering our 
position in this matter 

However, to keep our presentation within the restricted time limits, 
[ am presenting merely the highlights of this report and make reference 
to the several charts and graphs which we feel will very clearly tell the 
story. 

Senator Horrman. In other words, you want the whole statement 
incorporated in the record, but you are going to simply highlight it? 

Mr. Harrsrievp. [ am going to pick parts of it 


PREPARED STATEMENT 


Senator HoLLtanp. The statement may go into the record. 


(The statement referred to follows: ) 


STATEMENT ON THE Civit AIRPORT FEDERAL AID PROGRAM By Hon. WILLIAM 
B. Hartsrretp, Mayor or ATLANTA, GA., CHAIRMAN, AIRPORT SPONSORS 
COMMITTEE, AMERICAN MUNICIPAL ASSOCIATION 


Ir. Chairman and members of the subcommittee, I am here as spokesman for 
the 12,000-member American Municipal Association and representing primarily 
those 1,142 communities in the United States that have obligations under the 
Federal-aid airport program. 

I am before you as a partner who has been spending municipal dollars and | 
seek action by the Federal partner in our joint undertaking of providing this 
country with an adequate system of public airports. I want to emphasize the 
urgent necessity this year for the full $100 million annual appropriation author- 
ized under the Federal Airport Act of 1946. 

I have prepared and ask permission to file for the record what I believe to be a 
comprehensive statement covering our position in this matter; however, to keep 
my presentation within the restricted time limits I will merely present the high- 
lights of this report and make reference to the several charts and graphs which we 
feel more clearly tell the story. The figures and chart (exhibit I) show what 
maximum amount the Federal Government was authorized to provide on a 50-50 
dollar-matehing basis and how far short of the authorized amount have been the 
annual appropriations. 

The civil-airport sponsors of the United States are ready to provide in fiscal 
1956 a full $100 million in local funds to match a like amount of Federal funds 
on a 50-50 basis under the provisions of the Airport Act. The Administrator of 
Civil Aeronautics knows that local government sponsors are prepared to do their 
part and we respectfully ask you to do your part. We have both been too com- 
placent about our system of public airports. 

Many of our cities are finding it necessary to plan and provide for almost con- 
tinuous expansion or improvement of airport facilities to meet the requirements of 
teadily increasing civil-air traffic. 
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4 joint survey made by the American Association of Airport Executives, the 
\irport Operators Council, and the National Association of State Aviation 
Officials during the past 6 months has revealed that civil-airport construction and 
jmprovements are needed in the 48 States in the amount of approximately $440 
million. The figures are based on the survey report and presented here for the 
record as exhibit Be 

The municipalities were shocked last year to learn through the report of the 
airport panel of the Commerce Department’s Transportation Council (5. Doe 
95) that we have in this country only 150 airports (an average of about 3 to each 
State) with paved runways 5,000 feet or longer. The report also states that the 
type of heavy 4-engine equipment now used on our airlines requires airports with 
runways 5,000 feet or more in length. 

Gentlemen, we have in the United States 17,118 incorporated places (populated 
by 96,062,627 persons), a large percentage of which are industrial, agricultural 
and commercial centers playing an important part in our national economy. It 
should be possible to reach these places at air-age speeds in any emergency as well 
as under modern business conditions. We could face a situation where the 
products of our farms and factories are needed quickly at unexpected locations to 
feed or equip dispersed multitudes forced from some of our cities by atomic attack. 
We could need airspeed service in relocating the salvaged machinery of bombed- 
uit factories. We have talked with pride about our national economy and work 
force being the first line of defense and vet with only 150 airports capable of 
accommodating our best load carrying transport aircraft we are not prepared 
to strengthen and sustain our economy. We need action now to broaden the air- 
port base of that means of air transportation that cannot be slowed down by 
broken rails or highways; a means of transport that is from 5 to 8 times as fast as 
ighway transportation. 

Current civil-plane statistics compiled by the Aircraft Owners & Pilots Asso- 
ciation, IBM department, as of December 31, 1954, show the following: 

Number 

Classification of planes 
-rivate owners, single engine 64, 12 
susiness use, single engine 19, 12 
susiness use, multiengine 2, 606 
Flying clubs, single engine 2, 02 
Private owners, multiengine 1, 42 
\irlines, multiengine 1, 51 


| 


The Civil Aeronautics Administration released a survey early this year with an 
estimate that 8.5 million hours were flown in 1953 by aircraft in general (non- 
carrier) aviation. That figure is nearly 75 percent of the total civil-flying hours 
for that vear. 

About 42 percent of that flying was in the category of business flying which has 
tripled since 1946. The business aircraft logged about 3.6 million hours of flying 
in 1953, said to be nearly 500,000 hours more than flown by the scheduled domestic 
and international airlines. 

The chart (exhibit III) illustrates the way that business aircraft are now used 
by approximately 6,000 industries and business organizations in the United States. 

During the 1950's we are seeing a notable advance in civil aviation—the growth 

ise of the private and business airplanes. This growth requires an entirely new 
look at our civil airport development program. Where we have been giving pri- 
mary attention to airports serving our airlines, we must now broaden the program 
to facilitate the operation of aircraft to many hundreds of airports not served by 
scheduled carriers. There are over 6,000 airports in the United States and less 
than 600 (about 10 percent) have scheduled airline service. But we have over 
6,000 industrial and business organizations, all a part of our national economy tha 
will operate next vear nearly 20,000 aircraft. A majority of the flights by that 
sizable fleet of business aircraft will be to airports not served by air carriers and 
not included in our very limited 1955 airport program. 

Just as the private automobile, company service car, and light utility truck have 
become standard business equipment for use on our streets and highways to places 
an hour’s drive from shops and stores, the utility airplane is growing in use for 
distances up to 1,000 miles from mines, factories, and distribution centers. Have 
you ever looked at the list of over 6,000 organizations that operate aircraft in their 
business? Do you know that business and private aircraft play an important part 
in the maintenance and servicing of farm implements, mining machinery, auto- 
motive equipment, electronic devices, telephone and pipelines, business machines, 
food machinery, water and rail equipment, publishing plants, toolmakers, chemi- 
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cal plants, and all types of manufacturing plants including munitions? Do you 
know that the sales and distribution executives whose business it is to have food, 
clothing, and building materials where you want to find them when you need to 
buy them, are now traveling quickly by business aircraft? 

The American Municipal Association is making a test survey among civil air. 
ports in the 48 States to find how frequently our airports are used by the various 
classes of airport users. We will provide vou with a copy of that report when it 
is completed. Meanwhile the 1954 figures from five cities picked at random in 
the East, South, Midwest and West, serve to illustrate the present volume of air- 
line operations at local airports as compared with other civil aircraft operations: 


Other civil operations 
‘s . Airline 
; pop é 2 a SS eee So eet 
City population operations 
Private Business Nonscheduled 


950,000 eae 33, 866 55, 435 13, 040 3, 961 72, 436 
350,000 pee wai 99, 834 61, 576 26, 389 | 396 88, 361 
BE ass ecnsiennnin — > 30, 873 | 27, 514 | 79, 320 137, 707 
DN sicattbmdaonncecomnan 3, 030 35, 000 20, 000 | 3, 958 | 58, 958 
40,000____--- moos ae , 786 19, 727 9, 580 4,107 | 33, 414 


WU sec a esasscazes 1,639 202, 611 | 96, 523 | 91, 742 390, 876 
| | 

You will note that the business aircraft movements at this sample group of 
airports is approximately one-half the number of the airline movements while 
the movements of private aircraft exceed in number by a few percent the number 
of airline movements. There are nonscheduled carrier movements at this groun 
of airports, equal to about 47 percent of the airline movements. These figures 
are used to show that airport operators and national airport system planners 
can no longer think only in terms of an airport to serve airlines only, In some 
of our cities this will mean that there is a need for Federal cooperation on the 
development of secondary airports to serve a growing interstate air commerce. 

The cooperative development of secondary and small or nonhub airports will 
tend to lessen the air traffic pressure at many of our larger airports that are on 
the list of 164 being aided with Federal funds this year. During fiscal 1954 the 
CAA reported air traffic delays at over 70 airports that are served by CAA towers. 
These were delays to arriving aircraft averaging from 10 to 40 minutes, no record 
being kept of delays of less than 10 minutes. Where delays are due to a slow 
rate of acceptance or congestion on an airport’s runways, taxiways, loading 
aprons, or in the terminal’s tratlic processing counters, we are losing the advant- 
ages of airspeed transportation. There is no reason to talk about new and 
faster aircraft if we are going to waste the time gained between cities trying to 
get in or out of inefficient and overcrowded airports. 

An operational policy study group of the President’s Air Coordinating Com- 
mittee has compiled a report, Air Traffic Control and the National Security, in 
which was said ‘‘no matter what may be achieved in a program of greatly increased 
aircraft speeds, and the safe spacing of increasing numbers of aircraft moving 
in the airspace—and no matter what precision-control techniques may be devel- 
oped to make possible a higher takeoff and landing frequency, the volume of air 
traffic that can be moved between points of departure and points of arrival can- 
not exceed the rate of acceptance and capacity characteristics of the airports 
used. Even today—many of our airports have reached the saturation point.’’ 
In listing the factors to be considered in solving the airport problem, the ACC 
report included: 

“(a) Adequate runways. 

‘““(b) Adequate taxiways. 

““(c) Adequate entrances to and exits from runways. 
““(d) Adequate ramp and parking areas. 

““(e) Adequate building and passenger-handling facilities. 

At this point it seems appropriate to quote from the Civil Air Policy report 
of the President’s Air Coordinating Committee, published in May 1954: 

“Just as surface transportation played a major role in the internal deve ‘lopment 
of this country, aviation now links the United States * * * to the major eco- 
nomie and political centers of the free world. * * * The needs of commerce, 
foreign relations, the postal service, and defense attach a hich degree of national 
interest to the development and maintenance of adequate * * * (civil aviation 
services, 
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“The development of civil airports is primarily the responsibility of individual 
communities. There is, however, a more general interest of the Federal Govern- 
ment in the development of a network of airports adequate for the needs of civil 
aviation and national defense. This interest has been recognized by Federal 
expenditures for the planning and construction of civil airports and related 
facilities. 

“The Federal Airport Act of 1946 provides current statutory authority for a 
Federal program of grants to assist State and local governments on airport 
construction. This program was conceived to develop a network of public 
airports primarily to meet anticipated air traffic needs resulting from the growth 
of air commerce and general aviation.,”’ 

The municipalities are striving to be prepared for an unprecedented growth of 
traffic at our airports and future heliports. However, we believe the forecasts 
show the urgent need for Federal cooperation. We feel that each of you must 
realize the soundness of President Eisenhower’s remarks about essential public 
works. ‘‘Where local enterprise can shoulder the burden, it will be encouraged 
and supported in doing so. But where local action cannot and should not fully 
meet the need, we shall have Federal action.”’ 

We are appealing to you now because local government cannot and should not 
foot the whole bill for the improvement of our airports. The Federal Airport 
Act provided a way to meet the costs cooperatively and we urge action without 
delay in the form of the maximum appropriation within the legal limits of that 
act of Congress—$100 million for matching local dollars in civil-airport improve- 
ment for fiscal 1956. 

The municipalities have been unable to understand why the annual appropria- 
tions under the Federal Airport Act have been so small, if the Congress was really 
getting a true story about the inadequacy of our system of civil airports. Recently 
we have learned that you have not been getting all the facts from Commerce 
Department and CAA officials. This statement is not made in criticism of those 
officials, but to tell you that the budgetary control system of the executive de- 
partment and the questionable interpretation of certain statutes have kept you from 
knowing all the facts that should have been brought to your attention. 

This situation was recently brought to the attention of your chairman by a 
letter from the airport sponsors committee of the American Municipal Associa- 
tion. We pointed out that ‘‘under the budget procedures of the Federal Govern- 
ment all agencies are permitted to justify only the limit of the appropriation 
request contained in the President’s budget message to Congress.’’ Under this 
rule the Administrator of Civil Aeronautics and members of his staff would only 
be able to discuss a figure selected by Budget Bureau personnel, a figure that we 
have reason to believe is little more than 10 percent of what the CAA airport 
officials would urgently recommend if they could talk freely. 

There is also a belief on our part that a doubtful administrative interpretation of 
the United States Code (18 U. S. C.—see. 1913: Lobbying with appropriated 
moneys) has prevented CAA and Commerce Department officials from making 
important factual statements to your committee during hearings, if those state- 
ments involve airport development beyond the very restricted limits of the request 
initiated by the Budget Bureau. 

We believe it is within your power to protect and enable well-informed officials 
of the executive departments to talk freely and if this is done our urgent request for 
a maximum 1956 appropriation under the Federal Airport Act will be confirmed, 
we believe. 

The current airport-aid appropriation of $22 million for 1955 provided, under 
restricting criteria, a program for only 164 airport projects. 

The inadequacy of such a program is clearly indicated by the remarks of the 
Civil Aeronautics Administrator before the American Road Builders Association in 
January of this year. 

“There are some 760 airports throughout the country which would satisfy the 
criteria, without considering additional airports that might qualify because of 
special modifying factors. 

“In this connection, I call to your attention the need for more landing facilities 
for executive aircraft, which may require 3,500 to 4,000 foot paved runways. 
Industry today often considers airport facilities just as important in choosing a 
plant site as availability of labor, utilities, ete. It appears that private enterprise, 
local governments, or a combination ¢ ill have to meet this demand, for we cannot 
stretch present funds and criteria to cover such projects. 

“The growth of aviation translates itself into demands for additional airport 
facilities—longer runways of adequate strength, taxiways to facilitate ground 
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movement, bleedoff taxiways to insure quick exits from runways and. other facil- 
ities needed to increase airport capacities. There are demands for elear approaches 
to runways, for adequate ramp areas to accommodate ever-increasing numbers of 
aircraft. Smaller airports need paved runways and taxiways when traffie beeomes 
so heavy that the turf will not stand up under it. 

‘‘Not all airports can be developed to take care of future traffic demands. These 
will require replacement airports or supplemental airports. Actually, however, 
the prime need is for the improvement of existing facilities. The 1953 national 
airport plan lists 2,060 conventional airports as needed, of which 1,765 are 
existence and only 295 would be new facilities. This indicates that the biggest job 
ahead is the further improvement of existing facilities to permit them to handle 
increased traffic with the utmost safety.” 

Congress has appropriated only $22 million for aid under the Airport Act 
since 1953, so it is quite obvious that hundreds of the civil airports in need of 
help that year must be in a critical situation today, if in facet some have not 
already prohibited public use of part or all of their runways. Our correspondenc 
with cities indicates that many municipalities must give prior attention to ex- 
penditures for schools, power and water plants, streets, and sewers, leavii 
airports for attention when the partner in that project (the Federal Government 
can give the expected financial aid. 

May we remind you that the motor-vehicle industry, dependent upon hard 
roads, is only approximately 10 vears older than the aircraft industry that 
today dependent upon hard surfaced airport runways. But the total of 
$236,221,154 in Federal aid that has been provided for airports is only 3 percent 
of the $7,258,500,000 in Federal aid that has been provided for roads. 

As exhibit IV we provide a comparison of the Federal aid to roads and airports 

We have been encouraged in our hope for early action from the Government 
by reading the following comments by the Secretary of Commerce Sinclair Weeks: 

‘Aviation today is one of our largest industries, employing about a millio: 
men and women, and is essential to national prosperity and national security. 

“In addition to providing the wings for an unexcelled publie air-transportatio: 
system, United States aircraft are hard at work for business and industry. Over 
60,000 aircraft are flying close to a billion plane-miles a year in business trans- 
portation, agricultural flying, patrol, survey, charter, and miscellaneous flyin 
operations. For example, over 37 million acres of farm land are sprayed, duste: 
and otherwise treated from the air. 

“One of the significant postwar developments on the domestic aviation seer 
has been the establishment and expansion of local air service to small communities 
The local airlines have been making gradual progress in building up traffic, and 
improving the financial results of their operations. 

‘As a group, they are still short of attaining economic maturity and financial! 
independence. But considering the inherent difficulties of short-haul air tran: 
portation, these companies deserve considerable credit for the progress they ar 
making. Still further progress could be made, however, if a more specialized 
short-haul aircraft were available, and if the improvement of their route structuré 
could be accelerated.” 

Before concluding my remarks, I want to say that the Congress has appropriated 
only $36,321,154 to implement the Federal Airport Act since 1952. That 
amount would not cover the Federal share of the cost of a single modern runway 
on 1 airport in each of our 48 States. You will recall that it was in 1952—3 vears 
ago—that you received the report of the President’s Airport Commission, the 
so-called Doolittle Report, entitled “The Airport and Its Neighbors” calling 
attention to the serious need for airport improvements. 

The Doolittle report said that the growth of civil aviation has put a severt 
strain on many airports. To quote: “original facilities for handling airplanes 
* * * on the ground and for taking care of passengers, mail, express and freight 
in terminal buildings have been outgrown. Many airports are approaching 
saturation. Some of them are badly out of balance due to a deficiency in one 
or another of their facilities. * * * In many cases runways which were once 
adequate in strength will not now support today’s heaviest airplanes.” 

If you will review again the Doolittle report, I believe you will clearly understand 
many of the reasons for our urgent request for the full $100 million in Federal 
matching dollars for civil airport improvements in 1956. 
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irvey estimate showing the total of funds required from local and Federal sources 
for civil airport construction and improvements during the next 


Alabama 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 

Idaho 

Illinois 
Indiana 

lowa 

Kansas 
Kentueky 
Louisiana 
\Iaine 
\farvland 
Massachusetts 
\Michigan 
Minnesota 
Mississippi 
Missouri 
\lontana 
Nebraska__- 


yurce: From 


AAAE, AOC, 


$1, 667, 
2, 494, 
1, 493, 552 | 

53, 420, 674 

5, 760 
56, OOO | 
§ OOO 
2, 992 
, 134 
, 070 
8, OOO | 
52, 000 
, OOO 
5, 300 
», 600 
, 300 
, 910 
, OOO 
112 
, 000 
, 500 
8, 388 
, 200 
2, 300 | 
, OOO 
NASAD Survey. 


500 | 
020 | 


Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York ; 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 

Utah 

Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 


Total 


, years 
, 863, 
629, 
5, 388, 
, 207 
3, 516, 
, 300, 


094 
600 
330 


, 574 


007 
656 


, OOO 
, 897 
, 660 
2, 495 
5, 720 
5, OOO 
, 400 
YOO 
5, 593 
», 418 
, 098 
5, 000 
, OOO 
, 200 
3 674 
5 560 


, 953 


9, O41 
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A list showing by years the Federal-aid appropriations that have supported both 
the public airport and the public road program in the United States; also, 
showing by years the number of aircraft and motor vehicles registered 


| | 7 al 
| | 


| Motor vehicles 

| registered in 
United States 

(autos, buses, and 
trucks—total) 


For public roads Civil aircraft |For publicairports 
in United States | certificated in | in United States 
(Federal-aid | United States | (Federal-aid 
appropriations) | (total) appropriations 


3 
000 
, 000 
000 | 
, 932 | 
i | - 
:, 525 $5, 000, 000 
30, 448 10, 000, 000 
7, 576, 888 65, 000, 000 
239, 161 | 95, 000, 000 
3, 666 100, 000, 000 
3, 599 75, 000, 000 
2, 105 50, 000, 000 
2, 940 65, 000, 000 |__- 
, 724 75, 000, 000 | 
559 75, 000, 000 |.......--- 
39, 599 75, 000, 000 740 
, 683 75, 000, 000 | 104 
508 75, 000, 000 , 922 
, 999 155, 000, 000 | 9,818 |_..___- 
2, 038 125, 000, 000 680 |_- 
32, 609 245, 000, 000 | 324 
76, 707 125, 000, 000 | | ea 
004 (2) $22 |_- 
9, 743 (2) 9, 072 se 
72, 318 | 125, 000, 000 ee i 
706, 158 | 125, 000, 000 | 836 
705 200, 000, 000 , 159 
5, 087 200, 000, 000 3, 772 
5, 424 135, 000, 000 , 928 | 
2,145 160, 000, 000 013 
, 925 137, 000, 000 170 
9, 608 137, 000, 000 | esl: 
B, 189 (2) 27, 919 
38, 429 | (2) 37, 789 
817 500, 000, 000 002 : 
463 500, 000, 000 94, 821 $45, 000 
, 622, 264 500, 000, 000 95, 997 | 32, 500 
, 120, 243 ss 92, 622 40, 000 
, 566, 984 450, 000, 000 92, 809 39, 500 
, 291, 597 450, 000, 000 88, 545 24, 200 
52, 615, 912 500, 000, 000 89, 313 18, 700 
55, 592, 664 500, 000, 000 91, 102 14, 321, 15 
58, 129, 000 575, 000, 000 93. 600 (3) 
60, 500, 000 575, 000, 000 95, 000 22, 000, 000 


si - 7, 259, 500, 000 mci 236, 221, 154 


1 Federal aid for airports should have started in 1927 to bein line with the policy of cooperation that has 
built our road system. 

2 The above regular Federal-aid program figures do not include appropriations to make work in the 1930's 
or the funds appropriated in the 1940’s to expand defense transportation facilities—$1,445 million for roads 
sary 7 samen at airports on development that has been of limited value to civil aircraft operators. 

wone, 

4 Estimated. 


AUTHORIZATIONS COMPARED WITH APPROPRIATIONS 


Mr. Harrsrietp. We have charts and the charts ar reproduced in 
smaller form along with the statement. 

The figure and chart exhibit 1 shows what maximum amount the 
Federal Government was authorized to provide. The white lines are 
the $100 million which we have never attained on a 50-50 matching 
basis and how far short of the authorized amount have been the annual 
appropriations. 

You will notice that we start in 1947 with $45 million. This is as 
high as we have ever gone. The civil airport sponsors of the United 
States are ready to provide in fiscal 1956 a full $100 million in local 
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funds to match a like amount of Federal funds on a 50-50 basis 
under the provisions of the Airport Act. 

The Administrator of the Civil Aeronautics Administration knows 
that local government sponsors are prepared to do their part and we 
respectfully ask our Federal partner to do its part. 

Many of our cities are finding it necessary to plan and provide for 
almost continuous expansion or improvement of airport facilities to 
meet the requirements of steadily increasing civil air traffic. A joint 
survey made by the American Association of Airport Executives, the 
Airport Operators Council, and the National Association of State 
Aviation Officials, during the past 6 months, has revealed that civil 
airport construction and improvements are needed in the 48 States 
in the amount of approximately $440 million. 

The figures are based on a survey report and are presented here for 
the record as exhibit 2. 

Mr. THompson. We do not have that in the large chart, but it is 
connected with the paper as a reference. 

Mr. HarrsrFietp. That is included in the statement. 

Incidentally, Senator, a survey of your State shows that your local 
municipalities can use $22 million. 

Senator HoLLtanp. You are speaking now of the State of Florida? 

Mr. HartsFie_p. I am speaking of Florida. I might say that the 
State of Minnesota shows $11 million, and Senator Smith has a more 
modest need in her State, a little over a half million dollars. 


REPORT OF AIRPORT PANEL 


The municipalities were shocked last year to learn through the 
report of the airport panel of the Commerce Department’s Trans- 
portation Council, Senate Document No. 95, that we have in this 
country only 150 airports—that is an average of 3 to each State— 
with paved runways 5,000 feet or longer. 

This report also states that the type of heavy 4-engine equipment 
now used on our airlines requires airports with runways of 5,000 feet 
or more in length. 

Gentlemen, we have in the United — 17,118 incorporated 
places populated by over 86 million people, a large percentage of 
which are industrial, agricultural, and cae centers, playing 
an important part in our national economy. 

It should be possible to reach all of these places at air age speed in 
any emergency as well as under modern business conditions. We 
could face a situation where the products of our farms and factories 
are needed quickly at unexpected locations to feed or equip dispersed 
multitudes forced from some of our cities by atomic attack, and | 
must depart from my statement to say that a great deal of the steam 
behind this $7 billion highway appropriation is the need for civil 
defense and the relocation of people and military equipment and 
supplies, and the evacuation of cities. 

We could need airspeed service in relocating the salvaged machinery 
of bombed-out factories. 

We have talked with pride about our national economy and work 
force being the first line of defense and yet with only 150 airports 
capable of accommodating our best load-carrying transport aircraft, 
we are not prepared to strengthen and sustain our economy. 
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We need action now to broaden the airport base of that means of 
air transportation that cannot be slowed down by broken rails oy 
highways, a means of transport that is 5 to 8 times as fast as highway 
transportation. 

CURRENT CIVIL PLANE STATISTICS 


Current civil plane statistics compiled by the aircraft owners and 
pilots association as of December 31, show the following, and this. 
gentle men, will be of great interest to you: 

The number of planes, private owners, single-engine, 64,121; i 
business use, single-engine planes, 19,122; in business use multiengin 
planes, 2,606; and I might say we probably have a distinguished 
addition to that number, if I read the morning papers correctly. 

In flying clubs, single-engine planes, 2,022; multiengine privat 
owners—maybe our distinguished friend would come under that 
classification—1,426. 

Now, listen to this: Airlines, that is what you think is probably th, 
largest number the way that most of us fly—airlines multiengine in 
this Nation, 1,511. The Civil Aeronautics Administration released 
a survey arly this year with an estimate that 8.5 million hours wer 
flown in 1953 by aircraft in general noncarrier aviation. 

That figure is nearly 75 percent of the total flying for that yea 

About 42 percent of that flying was in the category of ties 
flying, which has tripled since 1946. Business aire raft logged about 

3.6 million hours of flying in 1953. It is said to be ne arly 500,000 
ones more than flown by scheduled domestic and international 
airlines. 

The chart, exhibit 3, and, gentlemen, that is the most interesting 
chart in the entire testimony, to me, illustrates the way that business 
aircraft are now being used by approximately 6,000 industrial and 
business organizations in the United States, and I wish you would 
look at it. That, gentlemen and ladies, shows vou the activity of one 
company in this country. I think it operates two planes. It is the 
Sangamo Electric Co. of Springfield, Tl. 

Senator THyr. Mayor, may I interrupt and, Mr. Chairman, may | 
ask this question? 

Senator HoLuanp. Yes, Senator Thye. 


PRIVATE CONTRIBUTIONS TO AIRPORTS 


Senator Toyr. What contribution does this particular company to 
which you have referred make toward the support of the airports of 
which they make use? That is the question. 

Mr. Hartsrietp. The private fliers? 

Senator Toye. No, you referred to this one company here on chart 
No. 3, and you have, I think, Springfield, Ill., as the hub and then the 
lines extend from there outward. In fact, it goes to the Twin Cities 
and my own State. It goes on through to San Francisco. 

The reason I ask this is that I think it is a question that we need to 
explore. We know that there are fees and licenses and users taxes 
imposed upon them that use the highways. We have gasoline tax 
that goes back into highway maintenance and construction. There- 
fore, what is the contribution of the airline or the man that flies the 
commercial plane or private plane in the commercial business field? 
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What contributions do they make toward the facilities constructed 
for their convenience? 

Mr. Harrsrieitp. Of course, I have no figures upon that, Senator, 
but let me give you my experience from the Atlanta Municipal 
Airport. 

Senator Toyz. That was what I was leading up to, because I was 
anxious to explore that phase in order that we may get full information 
as to what the cities are doing and what the States are doing to help 
bring about the facilities in the various municipalities to accommodate 
the handling of these planes. 

Mr. HarrsFre.tp. I am very glad you brought that out. 

Senator Toye. I think that is the most important phase of our 
discussion here this morning. 


LANDING FEES 


Mr. Harrsrietp. The practice of practically all the cities—leaving 
out, of course, a city with some little inadequate landing place—and in 
the ease of Atlanta and practically all the cities, we are on a landing 
fee basis. Each carrier that lands on our field pays a handling fee. 
In the case of the scheduled carriers, that is based on the weight of 
the plane. That is the principal factor and possibly the passenger 
carrying or freight carrying may enter into it. 

But there is a formula which is supposed to be largely uniform. 
Obviously, no city or an airline could adopt a scale of figures out of 
line with the national practice, but every carrier that lands on our 
field pays a landing fee. 

Now, that is not true of the private citizen, the man who lives in 
my town and flies a plane out there. 

Senator Tuyre. How do you handle him? 

Mr. Hartsrie.tpv. He pays throuzh a hangar rent, and that hanga 
in turn pays for the use of the field. 

Now, we have another practice. All business fliers pay a landing 
fee. For instance, this company out of Springfield with two planes 
fiving all over the Nation is paying landing fees. Doubtless if they 
get their little plane into a gray plot, they probably do not pay, but 
they are probably not getting service there. But every time that 
plane comes to Atlanta, they pay a landing fee. 

Senator THykr. Is it substantial? 

Mr. Harvsrietp. It is a substantial landing fee, which they pay 
when they hit our field. That is true of all the carriers. They now 
pay landing fees everywhere. 

Senator Tuye. That goes to the maintenance of your airport for 
any major repair? 

Mr. Hartsrietp. That goes back to maintenance and in our case 
is a very substantial sum, running to hundreds of thousands of dallegs 

Senator Toys. Did you have Federal assistance when you first 
built the airport? 

Mr. Harrsrietp. No, sir. 

Senator Tuy. You mean it was built by city and State funds? 

Mr. Harrsrieip. You are talking to a man who went out into the 
woods in 1924 and picked it out. 

Senator Tuyr. Lots of others of us did the same thing. 

Mr. Harrsrietp. We were the first in the South to establish a 
municipal airport. 
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Senator Tuyr. How did you get it built? In other words, was it 
the municipality that put the money into it? 

Mr. HartsFievp. Yes, sir. 

Senator THyr. Was there some State assistance granted? 

Mr. Harrsrieip. No, sir, nobody’s assistance. 

Senator Ture. Did you hard-surface your runways 

Mr. Harrsrieitp. Not to begin with. 

Senator Tuyn. I realize that. 

Mr. Harrsrietp. Nobody did. 


PATTERN OF BUILDING AIRPORTS 


Senator Tuyr. Mayor, what I am trying to establish is some sort 
of a pattern here of how these airports are being built. 

Mr. Harrsrievp. I can give you that pattern with Atlanta as a 
guinea pig. We started in 1924 with a great deal of pride. I was a 
member of the council, not mayor, then. I have been mayor 18 years, 
but that was before that. 

The city put up $5,000 to build an airport. We were very proud 
to get a dirt runway of 1,500 feet. 

A few years later our county put a few thousand dollars in it to 
help us. The field was built entirely with city funds up to the WPA. 
That was the first Federal contribution. The word would be CWA, 
as I think it started back in those days. 

The airport, along with parks, roads, and other a county- 
and local government facilities became the recipient of a certain 
amount of make-labor work. 


STATE ASSISTANCE 


Senator THyr. Does the State now have a program of assisting 

Mr. Harrsrieip. No, sir; the State of Georgia has never spent 
5 cents and very few States in the Union spend anything. I think 
Massachusetts and possibly Michigan do. 

Senator THye. You mean that the State of Georgia does not put 
one penny into assisting the municipalities in constructing any of the 
airport facilities? 

Mr. Harrsrie.tp. Not 5 cents. On the contrary, it collected over 
a million dollars in gas taxes. 

Senator Turn. T hey collected gas tax on gas burnt in the air? 

Mr. Harrsrieitp. Until we got that off, yes. 

Senator THyr. But your State of Georgia does not have a state 
assistance in the construction and maintenance? 

Mr. Harrsrigeip. No, sir. 

Senator Tuyr. Would you ask that the Federal Government come 
in and do it if the State does not wish to help you? 

Mr. HarrsFievp. My answer to that is that the majority of States 
do not help. 

ASSISTANCE PROGRAM IN MINNESOTA 


Senator Tuyr. We, in Minnesota, do, sir, and we have done a lot 
of it. In fact, when I was Governor that was one thing that I insisted 
upon was landing strips at areas and distances so that in an event of an 
emergency and a forced landing, there would be an opportunity to 
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come down even in the north woods country, the timber country. 
Therefore, the State has had a program and does have a program of 
State assistance, and if Georgia does not, then I think that Georgia 
should examine that question ‘and you, as the mayor of a munic ipality, 
should examine it to make certain that if the Federal funds come in 
here that the State assists in matching some of the Federal funds 
along with you, the mayors of municipalities. 

The reason I was leading into this question was because I wanted to 
make certain whether you are asking of the Federal Government here 
something of which you have not been successful in convincing your 
State. 

Mr. HarrsFiE.p. Senator, the same could be said of all the grants- 
in-aid programs. We are anxious to have for our friends in Minnesota, 
when they fly over Georgia, a place to land. 

Senator Tyr. We extend the same invitation to you, sir; and we 
have tried to make the facilities available to you both as a State and 
municipality, and we are asking for Federal funds and I am going to 
support Federal funds to the maximum of my ability whether it be 
for you or Minnesota or Maine or Florida, because I think it is a part 
of our national safety to get a network of airports across this Nation 
just as we are thinking about highways, so that if the emergency comes, 
we have a place to take off from or land at. 

But I am a little surprised, sir, with your ability that you have not 
convinced the State that they ne eded to help you a little bit in Atlanta. 
That is the thing that strikes me as strange. 

Mr. HarrsFie.p. Senator, have you ever heard of a thing called 
the county unit system? 

Senator Ture. I have. 

Mr. Harrsrretp. My vote in Atlanta is worth one seventy-fifth of 
acounty. That is my influence at the capital. 

Senator HoLtLanp. I think the record should show at this place 
that the Senator from Minnesota, in addition to many other fine view- 
points, has the viewpoint of a pilot in the United States Air Force from 
World War I, which naturally would be one which would want to set 
down wherever trouble developed with complete safety and he would 
want that not only for himself but for anybody in a plane 

Senator Tuyr. I would want to glide in. That is for certain. I 
got caught in a thunderstorm last summer when flying in northern 
Minnesota. However, Mayor, I am just as sincere as I can be when 
I say that I believe that the States should assume some of the 
responsibility to assist you. 

One reason this Saturday morning that Senator Spessard Holland 
and Senator Smith of Maine and J are sitting here trying to get the 
facts is that we know the importance of this aviation development 
in the United States from a national safety standpoint, and we want 
to put Federal funds into it. 

But if a State does not recognize the necessity of assisting the 
municipalities, that does disturb me a little. 

I am sorry, Mr. Chairman, that I have taken so much time. 

Mr. HartsFIELD. Senator, that goes not only to airports but to 
other Federal grants-in-aid. 
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INVESTMENT IN ATLANTA AIRPORT 


Senator HoLLanp. May I suggest at this place that if you are able 
to supply the figures as to the investment of the city of Atlanta and 
the county of Fulton in the Atlanta Municipal Airport, which | 
know pretty well, and the record is a very fine one, that you insert 
that in the record. 

Do you have those figures available here? 

Mr. HarrsFiecp. No. sir; I do not. 

Senator Hotianp. I hope that you will supply them to this com- 
mittee because I know it is a very large, substantial sum that the ¢ it 
and county have invested in the airport. 


FEDERAL INTEREST IN AIRPORTS 


Mr. Harrsrisip. I would like to express the fact that if there is 
anything in the world, Senator, which is tinged with a Federal interest, 
it is the airport. The Federal Government itself has recognized that. 
The Federal Government directs all of navigation over the country. 
The Federal Government even directs the landings and takeoffs on ou 
local airports. It is not only interstate in character but tinged with 
the Federal interest in the national defense and in interstate commerc 
and I know that you Senators realize that. 

The municipalities have been unable to understand why the annual 
appropriations have been so small; if the Congress was really getting 
the true story. 

I would like for you to hear this, gentlemen: Recently, we hay 
learned that vou have not been getting all of the facts from the Com- 
merce Department and CAA officials. This statement is not made in 
criticism of these officials, but to tell vou that the budgetary control 
system of the executive department and the questionable interpreta- 
tion of certain statutes has kept you from knowing all the facts that 
could have been brought to your attention. This was brought to thi 
attention of the airport sponsors committee of the American Municipal 
Association, and we point out that under the Federal procedures of the 
Federal Government the agencies are permitted to justify only the 
limit of the request contained in the President’s message. 

Under this rule, the Administrator of Civil Aeronautics and members 
of his staff would be only able to discuss a figure selected by the Budget 
Bureau personnel, a figure that we have reason to believe is only a 
little more than 10 percent of what the CAA officials would urgently 
recommend if the 1V could talk to you free ‘ly. 

Gentlemen, I am not going to take up much more of your time, but 
before concluding my remarks I want to say that the Congress has 
appropriated only $36,321,000 to implement the Federal Airport Act 
since 1952. That amount would — cover the Federal share of the 
cost of a single modern runway on | airport in each of the 48 States. 


DOOLITTLE REPORT 


You will recall that it was in 1952, 3 years ago, that you received 
the report of the President’s Airport Commission, the so-called Doo- 
little report, entitled “The Airport and Its Neighbors,” calling atten- 
tion to the serious need for airport improvements, The Doolittle 
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report said that the growth of civil aviation has put a severe strain 
on many airports and. gentlemen, it has on the Atlanta Airport. 
To quote: 

Original facilities for handling airplanes * * * on the ground and for taking 

care of passengers, mail, express, and freight in terminal buildings have been out- 
grown. Many airports are approaching saturation. Some of them are badly 
out of balance due to a deficiency in one or another of their facilities * * * . 
In many cases runways which were once adequate in strength will not now 
support today’s heaviest airplanes. 
If vou will review again the Doolittle report, I believe you will clearly 
understand many of the reasons for our urgent request for the full 
$100 million in Federal matching dollars for civil airport improvements 
in 1956. 

If you will recall, gentlemen, there was 1 year here that the Federal 
Government appropriated nothing, 1954, and yet here was a program 
that we understood was to be like the Federal highway program, that 
we were to go into it with assurance that vear after year the Federal 
Government would meet its responsibility. 


SITUATION IN CINCINNATI 


[ want to cite you the case of Cincinnati. In good faith, those 
people down there voted airport bonds. I am told that they put in 
those bonds a provision that they must match Federal funds, in good 
faith, thinking this program was going on. Cincinnati is left today 
with bonds that it cannot use on account of the words in the bonds 
that they must be matched with Federal funds. 

Gentlemen, the American Municipal Association is speaking here 


not for a few big a. We are speaking for all of them, large and 
small, all over the Nation. We want you to know that these small 
airports will be the great airports of the future, and the most important 
airports in the scheme of civil defense, and we are proud that the 
President of our Nation has seen what we call attention to in these 
statistics and has himself gotten a smaller plane so that he can get 
around a little more of the country. 

Thank you. 

Senator HoLtuanp. Thank you, Mayor Hartsfield. 


Civit AgrRONAUTICS ADMINISTRATION 
AIR NAVIGATION FACILITIES 
STATEMENT OF CONGRESSMAN KENNETH A. ROBERTS 


Senator HoLtanp. At this time we will file for the record a state- 
ment of Congressman Kenneth A. Roberts of Alabama with reference 
to the funds for air navigation facilities. 

The statement referred to follow s) 


STATEMENT ON APPROPRIATIONS FOR THE Crvin A®RONAUTICS ADMINISTRATION 
BY CONGRESSMAN KENNETH A. ROBERTS 


\Mr. Chairman, I appreciate this opportunity to appear before vour committee 
his morning and briefly address the committee on the appropriations of the 
Civil Aeronautics Administration with special reference to the funds for air 
navigation facilities. 
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Reports have come to me from my district that the Civil Aeronautics Adminis. 
tration anticipates closing down the Annniston aeronautical communications 
station. I understand that 31 other INSAC stations now operated by the CAA. 
also face such extinction. 

I am greatly alarmed by the reports that these INSAC stations may be dis. 
continued for I believe that it will greatly increase the hazards of flying and 
could conceivably result in many unnecessary deaths. I do not believe that the 
CAA should apply appropriation cuts in any way which would jeopardize aviation 
safety. Certainly no one can fail to recognize that the Nation’s airway light 
beacons, interstate aeronautical communication stations, approach lights, and 
landing systems, are the very basis for the air safety record which our country 
has built over these past years. I believe that Under Secretary of Commerce 
for Transportation, Louis Rothchild and Administrator Fred B. Lee, stated 
before this committee that it was just such items as these which would be 
eliminated if the House reductions were allowed to stand. 

This statement was made despite the fact that the actual funds approved 
by the House for air navigation facilities totaled $13'4 million more than was 
appropriated last year at this time for fiscal year 1955. 

Apparently the CAA plans to spend its increased funds, plus additional money 
gained by closing down existing facilities, to purchase new facilities. Because | 
greatly fear air safety would be jeopardized should the CAA decommissio: 
nearly one-half the Nation’s airway light beacons, close interstate aeronautical 
communications stations, and eliminate 9 approach lights and 6 instrument 
landing systems, I urge this committee to request in its report, that the Civil 
Aeronautics Administration not eliminate existing facilities with one hand while 
purchasing new facilities with the other hand. Certainly it seems only logical to 
maintain needed existing facilities and then purchase new facilities with any 
moneys which may remain. 

I cannot overemphasize the importance of these existing INSAC stations. And 
by way of background I would like to tell the committee about some of the impor- 
tant functions performed by the Anniston communications station. 

The city of Anniston needs this station both now and for the future. The 
airport of Anniston is located on Airway Red 11, one of the main east-west arteries 
across the South. Because of its paved runway, runway lights, and communica- 
tions station, this airport has become a major port of entry and departure along 
the eastern boundary of Alabama. Because of traffic congestion, landing delays 
and take-off delays at Birmingham and Atlanta, aircraft frequently overfly these 
two airports and use Anniston for both service and weather information. 

The Anniston communications station not only serves Anniston municipal, but 
also Talladega municipal, Gadsden municipal and Reilly Field at Fort McClellan. 

The retention of the Anniston communications station is essential both for 
military and civilian aviation. The Anniston Airport handles much traffic for the: 

1. The Third Army: The Third Army utilizes the station for administrative 
multiengine flights. 

2. The United States Army hospital: A great many litter patients are removed 
to and from this Army hospital at Fort McClellan. The continued operation of 
the Anniston station is essential to the movement of these patients. 

3. The Chemical War Training School at Fort McClellan. 

4. The WAC: The WAC training venter has now been permanently located at 
Fort McClellan which increases the military traffic to and from the city. 

5. The Anniston Ordnance Depot: The officials at the Anniston Ordnance 
Depot state that the Anniston station is most essential to the military traffic to 
and from the depot. This depot meets the needs for general supplies and ammuni- 
tion throughout the United States. During the Korean crisis this depot played 
a vital role in the shipment of ammunition abroad. 

6. National Guard summer training camps: The Anniston station is most 
important to the National Guard for summer training. Each summer during 
July, August, and September, at least three divisions and other separate units 
train at Fort McClellan. These divisions and separate units operate between 
75 and 100 airplanes. Summer of 1953 there were 535 arrivals and departures, 
with several thousand air contacts during the training period. The Anniston 
station is used for training missions, as well as for incoming and departing 
operations. 

I have given the committee these detailed statistics about the importance of the 
continuation of the Anniston station because I feel it is essential for the committee 
to realize that these INSAC stations perform a vital role in the communities where 
they now exist. The future growth of these communities depends to a very great 


degree upon the continuation of these stations across our Nation. Should the 
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CAA discontinue these INSAC stations, I feel it would deal a tragic blow to these 
growing areas and would result in a great loss in the real advancement of the 
Nation, as well as of the specific community. 

I do not know whether or not this committee will wish to increase funds for air 
navigation facilities. I do hope, however, that this committee will direct the 
CAA to continue to operate existing facilities. I personally do not feel that the 
CAA should provide new facilities for some airports while completely eliminating 
its service at other airports. 

The House of Representatives stated that its reeommended reduction in CAA 
appropriations should be applied in such a way so as not to affect aviation safety. 
I firmly believe that the continuation of the INSAC stations, such as the one which 
has so faithfully served Anniston, is essential to the air safety of those flying 
across the South. 

I hope that this committee will take any action it deems necessary to see that 
communication stations, such as the Anniston station, are allowed to continue to 
serve the welfare of us all. 

Thank you, Mr. Chairman. 


STATEMENT OF HON. PAUL G. ROGERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF FLORIDA 


DISCONTINUANCE OF VERO BEACH, FLA., STATION 


Senator HoLuanp. I notice that Congressman Rogers of Florida 
has come in. 

If there are any other Congressmen, we will be glad to hear them 
and enable them to get back to other things. 

Congressman Rogers, do you have a statement? 

Representative Rocers. Mr. Chairman and members of the com- 
mittee, I appreciate this opportunity of being allowed to appear 
before you to protest the discontinuance of the CAA communications 
and weather station at Vero Beach, Fla., which is in my district. It 
is on the east coast of Florida, along perhaps one of the most heavily 
traveled air routes in America. 


PREPARED STATEMENT 


I would like to submit a statement, if I may, Mr. Chairman, on 
behalf of the city of Vero Beach, submitted by the city attorney. 
I will not bother to read it. 

Senator Ho.Lianp. It will be included in the record. 

(The statement referred to follows:) 


STATEMENT OF Pau. G. RoGcrers, MEMBER OF CONGRESS, StxTH DISTRICT OF 
FLORIDA 


Mr. Chairman and members of the committee, I appreciate very much the 
opportunity of being allowed to appear before your committee to register a very 
strong protest against the discontinuance of the CAA communications and 
weather station at Vero Beach, Fla. 

The communications and weather station at Vero Beach has six operating 
personnel who are paid a total salary of $26,000 per annum. The equipment 
costs run approximately $7,000 to $9,000 per year. To discontinue this station 
then would effect a saving only of from $33,000 to $35,000 per annum. The 
personnel at this station have taken weather observations under certificate from 
the Weather Bureau; thus the service which would lose would be the weather 
reports from Vero Beach and the direct radio contact from aircraft to and from 
Vero Beach. To do away with this communications weather station at Vero 
Beach, we believe, would certainly affect the safety not only of commercial avia- 
tion in Florida, but the safety of military aviation. 

There are approximately 24 air installations in Florida and plans are on the 
way to increase the number of military airfields. 
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Commercial aviation had tremendous increase and is still continuing to grow. 
In Florida between the years 1948 and 1954 the number of paid passengers 
increased 225 percent. Air carriers for itinerant and unscheduled airlines jn 
Florida between 1948 and 1954 increased 75 percent. 

As you gentlemen are aware, no doubt, in general aviation throughout the 
United States, and certainly Florida is in the top brackets of these figures, there 
was a 52 percent increase in business travel and/or usage and a 64 percent increase 
in agricultural usage. In view of the growing importance of aviation in our 
country and in particular Florida, any cut in our present facilities would certainly 
seem ill-advised. 

In addition to serving aviation, the station at Vero Beach makes weather 
reports regularly to the Weather Bureau for the purpose of meeting public service 
requirements such as the forecasting of hurricanes and other weather hazards 
that would adversely affect not only the coast but the interior of Florida, 
Weather reports from Vero Beach are of great assistance to the Fruit-Frost Service 
serving the entire citrus industry in the State of Florida with headquarters in 
Lakeland. 

I would like to point out an example of where this installation has more than 
paid for itself within the last year by being used in emergencies by military 
aircraft having to make forced landings during the hours of darkness. Four 
Marine jet planes were circumnavigating thunderstorms and could not get into 
Melbourne Airport and it was necessary that they make an emergency landing 
at Vero Beach since they had less than 5 minutes fuel supply. CAA commu- 
nications were used to bring them in at the Vero Beach installation. The cost 
of 1 plane saved out of the 4 would more than pay for the maintenance of this 
installation. I sincerely urge this committee to recommend that the CAA com- 
munications and weather station at Vero Beach be continued as a move in the 
interest of public safety and in the performance of its mission of providing navi- 
gational aid for air traffie flying north and south along the east coast of the 
Florida Peninsula and for weather reports so vital to Florida not only in the 
hurricane season but throughout the year for our great citrus and vegetable 
industries. 


STATEMENT OF THE City OF VeRO Beacn, FiaA., AS PRESENTED BY GORGE 
HeatuH OF MircH¥.uL, SMITH AND MitrcHeuL, Crry ATTORNEYS, Vero Buacnu, 
PrRoTestTING AGAINST THe DISCONTINUANCE OF CAA COMMUNICATIONS AND 
WeATHER STATION AT VeRO Beacw 


We would like to submit the following for the consideration of the committee: 

Vero Beach has largest runways available for civilian aircraft between Jackson- 
ville and Miami: 6 runways, longest, 7,500 feet. Jet aireraft can land here. In 
relation to the airports at West Palm Beach, Orlando, and Daytona the airport 
at Vero Beach is ideally and geographically well situated. Vero Beach is the 
only airport with modern facilities (communications) (four-lighted runways) to 
accommodate commercial traffic in emergencies. Any runway may be instantly 
lighted by station operator. Several accidents and perhaps fatalities have bee: 
avoided by the station personnel being alerted to aircraft in district during th 
hours of darkness and having to make forced landings. Last year four Marine 
jets circumnavigating thunderstorms couldn’t get in at Melbourne Airport and 
emergency landed here with less than 5 minutes fuel. CAA communicatio 
were used to bring them in. The Vero Beach station technically progressed lI 
modern equipment with the times, being equipped with a modern omnirange an 
DME. The only communication between Vero Beach and Daytona Beach 
the Melbourne Station which has only outmoded low frequency. 

Information received indicates that the number of aircraft contacted by the 
Vero Beach station equals or exceeds that of any station on Airway Amber 7 
although this station is not a required reporting point on this airway. Thi 
station is a reporting point on the new Victor Airways and is serving a constantly 
growing demand for service as more and more aircraft are being equipped with 
omnirange (VOR) and distance measuring (DME) equipment. It is reported 
by personnel that radio calls from aircraft between Daytona Beach and West 
Palm Beach are audibly received by the station. Also calls from aircraft at 
airway intersections along this route are received. 

There are at least 500 commercial landings and takeoffs per month at the Vero 
Beach Airport by scheduled airlines, who use the radio equipment at the station as 
well as depending on weather information for landings and takeoffs during instru- 
ment weather. Private aircraft landings and takeoffs range between 600 and 900 
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per month depending on the season of the year. A new nonscheduled airline with 
multiengined aircraft has rented space on the airport and will start operating ia 
the near future. The fact that this communication facility was on the airport was 

a factor in scheduling operations from this airport. This airline signed a 10-year 

ease containing an additional 10-year clause and will operate 2 lodestars and 

conduct an instrument school. The airport will net approximately $12,000 per 
vear from this lease alone which will go entirely to maintenance of the airport. 
Incidentally, with little income and hard work and sacrifice on the part of the 
manager and assistant manager and others, this airport has been able to maintain 
its fine service and without the necessity of Federal aid. Federal aid will be 
necessary if the loss of traffic due to the removal of the CAA station is encountered. 

The removal of the Vero Beach station does not present a sound and economic 
reason in view of the fact that Vero Beach is a modern airway station with the 

latest of navigational aids. To sacrifice this station and retain adjacent ones 
equippe -d with obsolete equipment and poor airport facilities is not understandable. 
The air traffic has increased tremendously at Vero Beach and the number of air- 
crafts contacted in flight by the CAA station has increased as much as 3 times 
within the past 12 months. Statistics on civilian, military, and commercial air- 
craft contacted during 1955 are as follows: January, 2,757; February, 2,757; 
March, 2,439; April, 2,306. 

For comparison, Melbourne Airport handled: January, 2,469; February, 
2360; March, 2,386; April, 2,156. Again for comparison, the idiceaad station of 
Melbourne which is not apparently being discontinued has only obsolete equipment 
approximately 10 years out of date and this facility services only 2 commercial 
stops a day, none at night, while Vero Beach has the very latest equipment and 
services 5 commercial stops a day, 2 of which are at night. 

In addition to the services furnished to the flving public, the station serves a 
vital function in distribution of weather and temperature data to Indian River 
County and adjacent St. Lucie County. This area being highly agricultural is 
easily affected by weather and temperature changes. ‘The local CAA station 
provides accurate information, timely received, covering both temperature and 
weather. The radios are furnished information 12 times a day for distribution to 
the local public. Our area is in the hurricane belt and this station provides the 
only outlet for local warning service during a hurricane. The CAA tracks and 
interprets hurricane bulletins and furnishes this information to the local radio 
stations who in turn warn and advise the public. Control of mosquitoes in the 
- a has been done almost wholly by aircraft operating, and these pilots rely upon 

: local station for weather conditions. Crop dusting and spraying ‘of the 
kane farms is assisted by the location station. Indian River County’s 
agricultural industry is over $8 million per annum, and St. Lucie County’s indus- 
try serviced by the local station for weather and temperature reports is even 
vreater. 

The extensive airport facilities in Vero Beach including the fine runways cost 
Federal taxpayers millions of dollars to build; at present are being maintained 
without Federal aid. This fine service without cost to the taxpayers should not 
be interrupted and terminated by pennywise and pound-foolish economy moves. 


FACTS ABOUT VERO BEACH, FLA., STATION 


Representative Rocers. I want to bring to your attention some of 
the facts about this station. 

It has six personnel operating the communications and weather 
station there. They are CAA personnel but they have a dual purpose 
there because they take the weather soundings and reports and each 
day they furnish the area, which is a citrus and vegetable growing 
area, these weather reports. 

The communications system there is vital because air traffic i 
Florida from 1948 to 1954 has increased 225 percent and here the 
Commerce Department is thinking about discontinuing a very vital 
link along one of the most heavily traveled routes in the United States. 

Furthermore, aircraft for itinerant and unscheduled airlines has 
increased 75 percent in that time. 


63332—55——37 
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Generally over the United States, the CAA informs me, and Floridy 
is certainly in line, there has been a 52-percent increase in busines 
travel or usage and a 64- -percent increase in agricultural usage of the 
airlines. 

Now, as you perhaps know, there are approximately 24 air installa. 
tions that the Military Services maintain in Florida. They are cop. 
sidering putting more there not too far away from Vero Beach a 
Fort Myers, across the State, and Homestead, right south of Miami 
which means there is going to be a continuous growing need in Floridg 
not only on the military side but commercially. So we need this 
vital service in Vero Beach. 


EMERGENCY LANDING OF JET PLANES 


Senator HoLLanp. I want to ask you one question, if I may. 

I have been advised by the city of Vero Beach that on one occasioy 
last year there were four jet planes, Air Force planes, scheduled to 
land at Melbourne and were unable to do so because of the weather, 
They were brought into Vero Beach by the personnel of the CAA 
who turned on the lights and handled all of the ordinary operations 
of the maintenance of the airfield in such a way as to permit thos 
planes, which were about out of fuel, to land in safety. 

Did you have that same report? 

Representative Rocrers. That is true, Senator. There were four 
jet airplanes, Marine planes, that because of the thunderheads could 
not land at Melbourne. They had 5 minutes’ fuel left. Because of 
this communication outfit there the ‘y were able to get in touch with 
them. They lighted the field and the planes came in. The loss of 
1 plane alone would — been more than the cost of maintaining 
these 6 personnel there carrying out a dual purpose. 

We hope that the loiaaeltie e will consider these facts and the vital 
necessity of continuing this service not only because of our hurricane 
warning system of which Vero Beach is a vital link, but also because of 
this air-communications system and the safety factor that is involved 
for aviation in Florida and the Nation. 

Thank you very much for allowing me to appear. 

Senator Hottanp. Thank you very much, Mr. Rogers. 

| have several communications from Senators on this same subject 
of proposed discontinuance of RAA services and stations which I will 
insert in the record at this time: 

One from Senator Prescott Bush of Connecticut; 1 from Senator 
Norris Cotton of New Hampshire; 1 from Senator Wallace F. Bennett 
of Utah, and | from Congresswoman Gracie Pfost of Idaho. 

(The documents referred to follow:) 

Unitep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
June 2, 1955 
Hon. Cart HaypbeEn, 


Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 
Dear SENATOR HaypeN: For your consideration and that of your committee, 
I hand you herewith letter which I have received from Mayor Richard C. Lee, 
of New Haven, Conn., with regard to the Federal-aid-to-airport program. 
Am advised that the American Municipal Association is filing a resolution with 
your committee in support of an airport program calling for $100 million. — I hope 
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you Will consider Mayor Lee’s letter along with this resolution, and make it a part 
of the record of the hearings. 
Thanking you, I am 
Sincerely vours, 
Prescotr Busu, United Slates Senator. 


OFFICE OF THE Mayor, 
City of New Haven, Conn., May 31, 1955. 

Dear Pres: I have received word that the House has just passed the appro- 
priation bill upping the amount recommended for grants-in-aid to airports from 
$11 million to $20 million for 1956. 

When this is spread over all 48 States, I rather imagine that there will be very 
little left for the development of the New Haven Airport or any other airports in 
the State for that matter. 

The American Municipal Association, to which the city of New Haven belongs, 
has sponsored an airport program, which it considers minimum which ealls for 
$100 million for this purpose. 

[ will appreciate any and every effort you can make to have the House bill 
amended when it comes to the Senate to up this appropriation to $100 million or 
close to it. 

Thanks very much indeed for your cooperation. My very best wishes. 

Sincerely, 
RicHARD C. LEE. 


Unitep States SENATE, 
CoMMITTEE ON PuBLic Works, 
June 1, 1955. 
Hon. Cart HAYDEN, 
Chairman, Appropriations Committee, 
United States Senate, Washington, D. C. 

Dear SENATOR HAYDEN: I was alarmed when I learned today that the Appro- 
priations Committee of the Senate had been advised by the Civil Aeronautics 
Administration that it intends to discontinue the Interstate Aerial Communica- 
tion System stations at a number of airports, including Lebanon, N. H. 

if there is any field in which the Federal Government should not curtail its 
services it is that of safety, and particularly facilities for the safety of the ever 
increasing volume of air traffic. 

Should the facilities at Lebanon be discontinued, as well as those at Montpelier, 
\Vt., whieh I understand is also on the list, it would greatly increase the hazards 
of landing under any but the most favorable weather conditions between Concord, 
N. H., and Burlington, Vt., a distance of 170 miles. This presents a situation 
the dangers of which are shocking to contemplate. 

Not oniy as a Senator from the State of New Hampshire, but as a resident of 
Lebanon familiar with the increasing air traffic in that region, I am authorized to 
state that my colleague, Senator Bridges, joins me in this action. 

[ hope you will do all in your power to see that adequate appropriations are 
furnished for this safety service, and I earnestly hope that you will not permit the 
Lebanon Airport to lose its safety facilities and thus expose the people of an entire 
region, as well as others who may be traveling by air over this section, to the 
menace that would result from such action. 

Yours sincerely, 
Norris Corron. 


STATEMENT BY SENATOR WALLACE F. BENNETI 


Mr. Chairman, I appreciate the opportunity to express to the committee in 
writing my concern with regard to the $3,150,000 cut made by the House in funds 
for CAA operations and regulation. 

If this reduction stands it will leave CAA with considerably less funds for operat- 
ing in the coming vear than they have had during the current fiscal year. Mean- 
While they are operating added facilities and their workload has increased. While 
I cannot evaluate the results of the cut on other areas, I feel the committee would 
be interested in its effeets in my own State of Utah. 
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The CAA communication station at Hanksville, Utah performs a vital air to 
ground communications service. It is located in rugged, isolated territory where 
high altitude flying requires superior coordination between ground and air. 
Hanksville is one of many such communication stations which would be eliminated 
because of the cut. 

I understand further the Salt Lake City Airport is one of many sites where new 
VHF air-direction finders cannot be operated if the House cut stands. The Salt 
Lake City Airport is used not cnly by commercial carriers, but jet-fighter aircraft 
and itinerant military aircraft also use the field extensive ly. Traffic at this airport 
has increased 20 percent in the past 2 years. 

In view of the impact this cut would have on CAA operations in my own Stat 
and knowing that this may have similar results elsewhere, I respectfully urge the 
committee to restore the $3,150,000 cut made by the House. I believe this 
restoration would be in the interests of safe and efficient operations by CAA 

Sincerely, ; 
Wauiace F. BENNETT, 


CONGRESS OF THE UNITED STATEs, 
HousrE OF REPRESENTATIVES, 
Washington, D. C., June 1, 1955. 
Hon. Sprssarp HOLuann, 
Chairman, Senate Commerce Committee. 

DEAR SENATOR HOLLAND: I am informed that beca'se of a cut in the budget 
request of the Civil Aeronautics Administration, radio facilities at airfields at 
Gooding and Dubois, Idaho will have to be closed. 

I believe adding an appropriation of $970,000 for the fiscal year 1956 will be 
necessary to keep these 2 and 28 other radio facilities in operation. 

This is to request that your 2sommittee include this increase in the bill when 
you report it to the Senate. 

I believe the $970,000 which I have requested be restored is over and above 
the $3 million which was cut by the House and which I hope the committee will 
also see its way clear to restore. 

With best wishes, I am, 

Sincerely, 
GRACIE Prost, 
Member of Congress. 


Senator HoLtianp. Are there other Congressmen here? 

If not, we are going to have the pleasure of hearing from one of our 
former colleagues, and a distinguished one, Hon. Herbert R. O’Conor 
of Maryland. 

Senator O’Conor, will you come up? 


MARITIME ADMINISTRATION 


OPERATING DIFFERENTIAL SUBSIDIES 


STATEMENT OF HERBERT R. O’CONOR, WASHINGTON COUNSEL; 
ALVIN SHAPIRO, AMERICAN MERCHANT MARINE INSTITUTE, 
INC. 


PREPARED STATEMENT 


Mr. O’Conor. Mr. Chairman and Senator Thye, I have the privi- 
lege of appearing before you in company with Mr. Alvin Shapiro, 
who is the executive head of the Washington office of the American 
Merchant Marine Institute. 

I should, Mr. Chairman, with your permission, ask leave to file the 
statement and then, if I may, to amplify just in a few respects certain 
important considerations rather than to take your time, because we 
realize full well that this is a lengthy sc chedule and that other very 
important individuals are to be heard from. 
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Senator HoLtLanp. Senator, your full statement will be filed and 
you are invited to amplify it or point it up in any way that you desire. 
“ Mr. O’Conor. Thank you. 

(The statement referred to follows:) 


STATEMENT OF HeErRBERT R. O’Conor, WASHINGTON COUNSEL, AMERICAN 
MercHANT MARINE INstTITUTE, INC., ON MARITIME ACTIVITIES APPROPRIA- 
TIONS, 1956 


The American Merchant Marine Institute, whose members constitute a majority 
of the Nation’s deep-sea merchant fleet, expresses its gratitude for this oppor- 
tunity to affirm its belief that the moneys originally requested in the Maritime 
Activities Seetion of the Department of Commerce appropriation for fiscal 1956 
are vital to maintaining an adequate American fleet. For this reason, these 
appropriations are simultaneously of fundamental importance to the Nation’s 
economic well-being and its defense potential. 


1. Operating-differential subsidies 


There was requested in the President’s budget $115 million for operating-differ- 
ential subsidy payments under contracts entered into by the Government and 
the American steamship lines. As the members of the subcommittee realize, 
American-flag ship companies must meet wage and other costs which are consistent 
with and controlled by our high American standard of living. In many instances, 
American lines are, as a consequence, unable to compete with the comparatively 
low wage, low-operating cost foreign-flag ships, unless the Government removes 
the tremendous disparity now prevailing between United States and foreign ship 
operating costs. Operating-differential subsidies are both intended and necessary 
to create equality in operating costs between American-flag common carriers in 
regular service and their low-cost foreign competitors. The statutory basis for 
the long-term contracts entered into between Government and many of our 
American berth lines in the foreign trade of the United States is contained in 
title VI of the Merchant Marine Act of 1936. 

Subsidy payments to the contracting ship operators are moneys which the 
latter have already dispersed to American seamen employed aboard their American 
ships, for the purchase of American materials, etc., in excess of the cost incurred 
in these items by their foreign competitors. There can be no profit to the Ameri- 
can shipowner in the reimbursement of out-of-pocket expenses already incurred 
and which he need not incur if he operated under foreign flag. In this sense, 
“subsidy”? is a misnomer. ‘Parity’ in costs carries with it no guaranty of profits. 
If any profits should result from subsidized shipping services on essential foreign 
trade routes, they must be made in open competition with foreign ships which 
have every advantage that is possessed by our vessels but none of the disad- 
vantages. It should be noted, however, that a substantial portion of the profits 
which may result are recapturable by the Government up to the full amount of 
the subsidy paid. 

Approximately $90 million of the $115 million requested involves voyages 
completed or to be completed between April 1955 and the end of March 1956. 
The relatively small balance was to be used primarily for liquidating contract 
obligations incurred in the period 1947-50 and still remaining unpaid. There 
would, nonetheless, remain unpaid, even under the appropriation request, a 
substantial obligation incurred during 1950-52. The $115 million requested has 
been reduced to $90 million in H. R. 6367 now before your subcommittee. With 
the reduction made by the House, there will be a still larger backlog of unpaid 
obligations. 

This situation is similar to that which occurred during consideration of the 
Second Supplemental Appropriation Act, 1955. As the committee will remember, 
an amount of $60 million was requested by the President in February of this year 
to meet existing vouchers and those estimated for payment in the balance of fiscal 
year 1955. This amount was reduced by the House to $35 million, restored by 
the Senate to $60 million, and reduced in conference to $50 million. The Maritime 
Administration has already paid $45 million of this amount and has only $5 
million remaining which will be used in its entirety in the next week but will 
enable them to pay only 20 percent of the vouchers for the third quarter of fiscal 
1955. I cite this instance to demonstrate to the committee the soundness of the 
President’s request and the wisdom of your committee in having voted for the 
full amount. 
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® Failure to provide for the Government’s prompt payment of its obligations to 
American shipping companies which have performed their part of the contrac} 
has an adverse impact upon the entire American merchant marine since it impedes 
the creation of long-range stability for our shipping operations which is at the 
heart of our substantive legislation. This fact was recognized by vour committe 
when you so well stated in Senate Report 138 of this Congress: 

“Tt is the opinion of the cominittee that when there exists an obligation of thy 
Government incurred in accordance with law with members of the public, Congress 
should not take anv action to abridge the payments due by failure to provide thy 
funds fully to satisfy debts as promptly as payments can prudently be made.” 

The President in his original budget message proposed 1,847 voyages under 
operating-differential subsidy contracts for 1956. In a supplemental request 
transmitted to the Congress on April 13, 1955, he requested that the number of 
voyages be increased to 2,000. Actually, at the present time, considering pending 
applications and contemplated applications, the maximum vovage requirements 
are some 83 above the requested 2,000. In justifieation of his request for ai 
increase from 1,847 to 2,000, the President stated that since submission of the 
original budget, “‘additional applications for subsidy contracts have been received 
and others are anticipated in the near future. The proposed increase would give 
the Federal Maritime Board additional possibilities in awarding contracts for 
services which would best promote the objectives for maintaining and modernizing 
our merchant marine.” 

The House bill, H. R. 6367, now before your committee, limits these vovages 
to 1,847 with 112 of such voyages reserved to operators who have not held contracts 
prior to July 1, 1955. This leaves a balance of 1,735 vovages. At the same time, 
the Federal Maritime Board has already committed up to a maximum of all but 
two of these. Asa result, all flexibility and growth potential is encumbered. 

Since 1952, the appropriation bills for Maritime Activities have specified the 
maximum number of voyages which could be paid for out of annual appropriations 
for operating-differential subsidies. This restriction upon the discretionary 
powers of the Federal Maritime Board and the flexibility of the subsidy program 
has heen objected to each year by the AMMI. This vear the restriction has been 
applied not upon the expenditure of appropriated funds but upon the contract 
authority of the Federal Maritime Board for future years. This type of restric- 
tion is an even greater threat to the security of the operating-differential subsidy 
program as embodied in our national maritime policy which provides an instru- 
mentality for achieving an adequate American fleet and by the current language 
numerically limits the applicability of that instrument at a level which may prove 
far short of the basic goal of the act. Moreover, it represents an olstacle to the 
orderly development of our national merchant marine and to the effectiveness of 
the Merchant Marine Act of 1936, since the uncertainty cast upon the future of 
the operating-differential subsidy has been, and continues to be, a major deterrent 
in the effective development of an adequate replacement program. 

The Merchant Marine Act of 1936 is the Magna Carta and foundation of a 
modern American merchant marine which has been of such invaluable assistance 
in every recent major military operation engaged in by the United States. The 
provision for long-term operating-differential subsidy contained in the 1936 act 
is carefully considered recognition that our maritime industry must have long- 
term economic stability if it is to survive on the seas. Unless this is provided 
during times of peace and worldwide shipping depression, our fleet cannot be 
available to serve in the Nation’s interest in time of war or emergency. 

2. Vessel construction funds. 

There was also requested by the President $102.8 million for ship constructior 
Of this amount, $44,750,000 was for construction-differential subsidies for the 
construction and alteration of vessels badly needed for commercial operations 
These vessels intended for the use of commercial operators are to be financed 
privately by them. The construction-differential is to pay the difference between 
foreign construction costs and domestic costs. The $44 million has been reduced 
in the House bill by $4,200,000. 

An item of $23 million for a trade-in-and-build program for tankers has been 
reduced to $11.5 million. 

An item of $23.5 million for the construction of three ships as prototypes for 
potential military rather than commercial needs has been omitted from the bill. 

The $5 million requested for research and development was reduced by 50 
percent. 

The American Merchant Marine Institute considers these expenditures to be 
essential to the maintenance of a continually modern American merchant marine, 
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hut of even greater import is the national defense significance to which use these 
funds will be put. We urge, therefore, the approval of the sums requested. 
> War Risk Insurance Restriction 

{ provision contained in H. R. 6367 provides that: 

“No money made available to the Department of Commerce, for maritime 
activities, by this or any other act shall be used in payment for a vessel the title 
to which is acquired by the Government either by requisition or purchase, or the 
yse of Which is taken either by requisition or agreement, or which is insured by 
the Government and lost while so insured, unless the price or hire to be paid 
therefor (except in cases where sec. 802 of the Merchant Marine Act, 1936, as 
amended, is applicable) is computed in accordance with subsection 902 (a) of 
said act, as that subsection is interpreted by the General Accounting Office.” 

In case of emergency the Government requisitions privately owned American- 
flag shipping by one of three methods: (1) by assuming ownership, (2) by charter- 
ing the vessel from its owner, or (3) by leaving the vessel in private ownership 
and operation but otherwise controlling its use. 

The insurance presently written by private marine insurers to cover vessels for 
war risk loss or damage expires within 48 hours after the outbreak of major war. 
No prudent private shipowner would risk operating his vessel without such 
coverage. The Government, therefore, has found, and still finds, it necessary to 
provide war risk insurance in order to make possible the utilization of the many 
vessels Which will remain under private ownership. Such war risk insurance 
was made available during World War II and again after the outbreak of hostil- 
ities in Korea. The law currently providing such insurance, Public Law 763, 
approved September 7, 1950, is designated as title 12 of the Merchant Marine 
\ct, 1936, as amended. Section 1209 of this act provides that the amount of 
claim paid under the act “shall not exceed the vessel’s fair and reasonable value 
as determined by the Federal Maritime Board.”’ Section 1212 of this act provides 
for court review in event of a disagreement over a loss or claim. 

An owner, in order to obtain war risk insurance from the Government is required 
to agree to accept the amount of loss payment that the Government is authorized 
to pay, which, under the terms of the proposed language, would be restricted to 
just compensation as provided by section 902 (a) of the Merchant Marine Act, 
1936, as that subsection is interpreted by the General Accounting Office. In 
other words, he would thus be required to waive his rights to judicial review of 


| his claim as provided for in section 1212 of the Merchant Marine Act of 1936, 


asamended. In our judgment, a statutory requirement, whether in an appropria- 
tion act or a substantive statute, that any provision cf law must be interpreted 
and applied by the courts as a particular Government official may see fit to 
construe it, establishes a dangerous precedent. Courts of the land are the proper 
judicial instrument to render binding interpretations of law. 

Further, the proposed language violates a fundamental concept of insurance in 
that it requires the payment of premiums on a policy value of a ship which value 
is not determined at the time of issuance of the policy and remains undetermined 
until after the loss has been incurred. The final value determination so far as 
this appropriation language indicates, may bear no reasonable relationship to the 
amount of the premium paid. It should be noted at this point that premium 
payments by private owners for war risk insurance during World War II not only 
were sufficient to cover claims paid and administrative costs but left the Govern- 
ment with a surplus of approximately $100 million. In light of these considerations 
we repectfully urge the deletion of the limitation clauses. 


DEEP-SEA MERCHANT FLEET 


Mr. O’Conor. I would explain that our institute is composed of the 
majority of the Nation’s deep-sea merchant fleet and we feel that the 
continuance of that fleet is not only important to our defense potential 
but also makes a very important contribution to the economic well- 
being of the country, and we appear in support of the President’s 
request. 

| just make that as a general statement because everything that we 
have to say is in support of and in furtherance of the recommendations 
already submitted, but I would like, if I may, to single out one or a few 
of the considerations, because we think that there is presented to this 
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committee a series of very important questions upon the answers {) 
which may very well depend the future success and the future wel} 
being of the merchant marine. 


OPERATING DIFFERENTIAL SUBSIDIES 


I allude particularly to the question of operating differential sub. 
sidies, and the reason that I lay emphasis on it is because in addition ty 
what we have attempted to include in the record, there has been a ve ry 
significant development very recently. 

“It is in connection with a phase of this problem to which you gentle. 
men already have addressed your attention and we think not only 
very soundly and very effectively but very intelligently as well. 


SENATE COMMITTEE COMMENT 


In the previous report that was submitted just in recent months by 
you, a statement was made which I think is as fundamental and 4; 
persuasive as anything could be. It has to do with those payments 
which the Federal Government has contracted to make to the member 
lines and to all those who bave entered into contracts for voyages and 
the statement was this, and I quote it from Senate Report 138 — 

Senator HoLuanp. That is on the second supplemental bill? 

Mr. O’Conor. Exactly. 

It is the opinion of the committee that when there exists an obligation of the 
Government incurred in accordance with law with members of the public, Con- 
gress should not take any action to abridge the payments due by failure to provide 
the funds fully to satisfy debts as promptly as payments can prudently be made. 

That is a statement which T submit is unassailable. It is in connec- 
tion with that and using that as the test that we would like to make 
mention of a few brief facts which we think deserve the attention of 
the Senate, because the House has acted in a contrary manner. 


HOUSE ACTION ON BUDGET REQUEST 


The President asked for an appropriation for operating-differential 
subsidies of $115 million. The House has cut it back to $90 million. 
We feel that the entire amount that the President asked for should be 
paid and, the reason that I state that is because something has hap- 
pened in recent days or that in the light of recent developments it is 
important to consider this, is that when the second supplemental was 
before your committee, the President had asked for $60 million. It 
was cut back by the House to $35 million and the Senate voted to re- 
store that. It went to the floor and the Senator from Florida, | 
thought, very eloquently and very forcefully, handled the situation 
and made reference to the fact that this statement which I have just 
read is sound law, sound judgment, and good business. 

Now, oftentimes, when legislating over something that is in futuro, 
it has to be looked at from possible future events, that is one thing, but 
when we can look back at a later date on what actually has happened 
since that time, it is quite revealing. 

As of yesterday, the actual facts are that not only has the judgment 
of the Senator from Florida, in which judgment the Senator from 
Minnesota also concurred on the floor, not only has that judgment been 
vindicated, but it has proven that the Maritime Commission actually 
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was conservative in what they hed asked. In other words, having 
asked for $60 million, they said that much was needed, but as of 
yeste rday, $45 million has actually been used of the $50 million that 
was gr anted, and the only reason that the remaining $5 million has not 
Leon used is that 5 times as much could have been used from verified 
vouchers which have been received as of March 31. 

So the reason that the $5 million has been withheld is because it has 
to be prorated among those whose vouchers are in, so that it proves 
not only that the Senate was accurate and correct, but I submit it 
also proves that the Maritime Commission was prudent and was 
conservative in the requests. 

It is because of the fact that it is the same Maritime Commission 
back again with next year’s appropriation that we lay particular stress 
upon that and feel that the entire amount should be paid. 


LIMITATION OF VOYAGES 


I just make brief reference to the next of the points involved which 
is concerning the question of limitation of voyages. The President 
asked that the figure be set at 2,000 voyages. We support that view 
and we think that is a conservative figure, although in passing, I 
should say that we do question the advisability of any limitation. 

But, assuming for the sake of discussion, that the President’s view 
is to be accepted by the committee as to the fact that some limitation 
or some figure at least might be inserted, we think that the full 
2,000 should be granted rather than the 1,847 which the House has 
put in, because in putting in 1,947, the House further restricted it 
by saying that that figure of 1 847 should include a set-aside of 112 
voyages which would ‘be for companies who will be recognized after 
July 1, 1955. 

Actually, that would bring it back to 1,735 if the 1,847 stands. 
Actually, all of the 1,735 have already been contracted for with the 
exception of 2, so that it will be seen at a glance that the figure 
that the House has set upon is quite unrealistic, because already many 
more applications are on file, some 68, and we think that there should 
not be the rigidity which has been imposed. 


TANKER CONSTRUCTION 


On 1 of the last 2 of the considerations in regard to vessel con- 
struction, we feel that the President’s requests are sound. The House 
has cut back in several of the instances and we note just in passing 
that the one in regard to tanker construction has been reduced by 
half, and that, as of this date, to indicate the need for it, where there 
is the urge to build modern tankers for any possible future use, the 
previously appropriated funds, as of this date, have virtually been 
exhausted. 

WAR RISK INSURANCE RESTRICTION 


Then on the final consideration, having to do with the war risk 
insurance restriction which has been imposed, we feel that the lan- 
guage that has been inserted, which is to the effect that no moneys 
shall be paid out under this war-risk policy except as interpreted by 
the General Accounting Office, that that language ought to be deleted 
and it ought to be left in the position that any claim for compensation 
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or for payment under that ought to be left to Maritime and then jf 
there is any dispute about it, appealable to the courts as it previously 
was. 

So, Mr. Chairman, and Senator Thye, that would conclude our 
statement because we realize that there are others to be heard from, 
We respectfully submit these considerations for your decision. 

Senator HoLtutanp. Thank you very much. 

I find myself in strong support of each of the points except the last, 
On that, I would want to hear more, because the General Accounting 
Office is, as you well know, the arm of the Congress to advise the 
Congress as to whether expenditures of public funds appropriated by 
the C ongress are being made in accord with congressional purpose and 
objective. 

What real objection is there to having these payments preaudited 
by the General Accounting Office? 

Mr. O’Conor. We feel entirely that that is correct. War risk per- 
tains to those losses which occur, of course, in regard to any extra- 
ordinary event during war and under this language a claim under the 
insurance feature would only be honored as the General Accounting 
Office interprets it rather than by a consideration by the Maritime 
Commission appealable to the courts in the event that either party 
feels that he has not gotten just consideration and gotten full con- 
sideration of the legal points involved. 

Senator HoLianp. In other words, your point does not involve at 
all the payments of operating differentials? 

Mr. O’Conor. No. I am very glad you ask that, Mr. Chairman, 
because we feel that only those vouchers should be honored or that 
only consideration should be given to those which have been com- 
pletely checked and audited, because we do not think we are entitled 
to a dollar more than that. 

Senator Hotuanp. IJ think that meets my question on that matter. 

Senator Thye? 

Senator Turn. I have no questions. 

“Aenator Hottanp. Thank you very much. 

Your statement was very enlightening. 

Senator Thye will have to leave for another nec essary appointment 
very shortly, and asks that we change slightly the order of appearance 
of the witnesses so as to come to those who are here in support of the 
grants in aid to airports, the subject with which Senator Thye is 
peculiarly familiar and in which he is greatly interested. 


GRANTS-IN-AID FOR AIRPORTS 


Senator Tuynr. I have to leave to attend a graduation at Gallaudet 
College, but I was particularly interested in following through on the 
grants-in-aid to airports inasmuch as we have had Mayor Hartsfield’s 
statement on it. I am interested in all of these questions but I think 
that this question of grants-in-aid to airports is one of the important 
problems before this committee. That is the reason I raise the ques- 
tion. 

Senator HoLLanp. That is completely understandable. I am glad 
to change the order of witnesses on that account. 

I see Mr. A. B. McMullen and Louis R. Inwood scheduled to appear 
on that subject. That is Colonel McMullen. 
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Senator Tuyr. I was anxious to have that statement because of my 
personal interest and, Mr. Chairman, I want to say that over the years 
in trying to develop the airports from a national standpoint as well as 
safety to the flier I have had an interest init. Last fall I endeavored, 
as a member of the United States Senate to assist two towns that had 
the funds to match Federal funds and they had joined together. That 
was Eveleth and Virginia, Minn., up in the iron range region. We en- 
deavored to get assistance from the Federal Government to complete 
that airport for the two cities and there were no Federal funds; they 
had run out. I know that every State in the Union was fac ‘ed with 
exactly the same question, and every municipality of any size was 
likewise faced with the need for Federal assistance. That was the 
reason | was anxious to touch on that here this morning before I left. 


NATIONAL ASSOCIATION OF STATE AVIATION OFFICIALS 
STATEMENT OF A. B. McMULLEN, EXECUTIVE SECRETARY 
PREPARED STATEMENT 


Mr. McMututen. Mr. Chairman and members of the committee, 
my name is A. B. McMullen, and I am speaking this morning for the 
National Association of State Av iation Officials, whose membership 
consists of the aeronautics commissions of 44 States and Territories 
that have active agencies created by law for the administration of 
aviation in the States or Territories concerned. 

I will not go into the qualifications of those departments that speak 
for aviation, because both of you gentlemen are well familiar with 
their activities. 

Senator Hotuanp. I will say for the record that this witness is the 
former head of the State aviation activities in our State and is a 
Floridian, and we are happy to have him testify. 

Colonel, your statement may be made part of the record. 

(The statement referred to follows:) 


STATEMENT RY A. B. McMuLuEeN, Executive SecretTARY, NATIONAL ASSOCIA- 
TION OF Strate AvraTION OFFICIALS ON FEDERAL Arp ArRPORT FUNDS FOR 
FiscaL YEAR 1956 


Mr. Chairman and members, my name is A. B. McMullen, and I represent the 
National Association of State Aviation Officials, whose membership consists of 
the aeronautics commissions or departments of 44 States and Territories. 

These aeronautics departments operate State airports and airplanes; plan 
and supervise State airport programs; administer State funds appropriated for 
the development of municipal and other publicly owned airports. Where channel- 
ing is in effect, they administer the Federal Airport Act in their respective States; 
they establish and enforce safety regulations pertaining to airports and flying 
operations, and are generally responsible for the aeronautical administrative and 
development activities in the various States. 

Thirty States have adopted legislation requiring State approval of Federal 
aid airport prdgram projects, and 21 States have adopted legislation req..iring 
that the Federal aid airport funds be channeled through State aviation agencies. 
\pproximately one quarter of the States and Territories continuously appropriate 
substantial funds for airport development. 

This statement will be limited to a brief summary of the association’s interest 
in, and the need for, appropriations to continue the development of a national 
system of airports; and to suggestions for increasing the efficiency and reducing 
the cost of administering the Federal Airport Act, based on experience the asso- 
ciation’s members have gained through a close working relationship with the 
Federal agencies responsible for the administration of the act and program during 
the past 8 vears. 
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NASAO strongly recommends an appropriation more closely approaching the F 
$111 million that can be effectively utilized during fiscal 1956, than the $11 millio; 
that has been requested in the Department of Commerce budget. Pres 

NASAO, in cooperation with the American Association of Airport Executives prio 
and the Airport Operators Council, is now completing a very detailed survey to the 
determine the airport development currently needed in the United States, toget he 
with the amount of funds that will be required to complete this development. 

Based on preliminary survey reports, it appears that approximately $468 
million will be required to complete a 3- to 4-year program now planned by States 
and municipalities, and that of this amount, approximately $222 million ear 


sae 


aid 


we 
effectively utilized during fiscal 1956, and another $147 million Curing fiscal 1957 

During the above-mentioned survey, State and local officials reported that 
matching funds in the amount of $173 million are currently available. 

With certain exceptions, the Department of Commerce is authorized uncer the 
Federal Airport Act to participate, within the limits of appropriations, on a 
50-50 basis in the development of publicly owned airports. If the above-ceseri! ed 
nationwide program, which is considered necessary by State and local officials 
were carried out during fiscal 1956, and the Feceral Government participated to 
the extent of 50 percent, a Federal appropriation of approximately S111 millior 
would be required. This is 10 times the amount the Administration has. re- 
quested to carry out the FAAP program Curing the fisea! vear 1956 

The S111 million, indicated as needed by the AAAE-AOC-NASAO survey, 
coincides very closely with the amount we uncerstand is considered necessary 
the American Municipal Association, the Air Transport Association, and others 
and is within approximately 10 percent of the $120 million of sponsor applications 
that we understand were received by the Civil Aeronautics A@ministration during 
fiscal 1955. 

We feel certain that the members of this committee are fully cognizant of the 
many meritorious claims (hat are mace upon municipal purses for schools, streets, 
sewers, and other public services, which makes it financially impossible for the 
average municipality to develop, at its own expense, adequate airport facilities to 
meet the ever increasing demands of air transportation, any more than counties 
and States could construct, without Federal aid, the highways this Nation must 
have. 

Although progress has been made toward providing the United States with a 
satisfactory national system of airports since the Federal Airport Act was adopted 
in 1946, a great deal more could have been accomplished, and with a great deal 
less effort and expense, had larger appropriations been made available, at a more 
uniform rate, and at an earlier date in relation to the beginning of each fiscal vear. 

The average annual appropriation has been $26,777,644, compared with slightly 
over $71 million contemplated as the average annual appropriation in the Federal 
Airport Act. 

Many State and municipal officials have expressed doubt that the Federal aid 
airport program was worth continuing if Federal financial support is confined to 
the levels of past vears.! 

At the same time, it is generally agreed that State and local governments are 
unable to develop and maintain an adequate system of airports without Federal 
aid. 

Federal aid airport program 


Date of ap- Date of re 
propriation lease of pro 
bill gram 


Appropria- 


Fiscal year tion 


1947. . | $45,000,000 | July 5,1946 | Jan. 11, 1947 
1948 ; 32, 500,000 | July 9,1947 | Aug. 5, 1947 
1949 . $ 40,000,000 | June 3,1948 | July 3, 1948 
1950 7 ; 39, 500,000 | July 20,1949 | July 23, 1949 
1951... ; =a ‘ 24, 200,000 | Sept. 6,1950 | Nov. 8, 1950 
1952 3 18, 700, 000 . 22,1951 | Nov. 1, 1951 
1953 ‘. 14, 321, 154 y , 1952 | July 29, 1952 
1954 . 

1955___. ; iewdciees ake 22, 000, 000 | / 


1 Vermont: Entire State 1955 FAAP allocation insufficient for the one project approved (Montpelier). 
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From the above table it is evident that only once during the 9 years the Federal 
aid airport program has been in effect have the necessary congressional and 
Presidential actions on appropriations bills containing FAAP funds been completed 
prior to July 1; and that in only 3 of the 9 years has the program been released to 
the States and local communities by the Civil Aeronautics Administration during 
the month of July. 

Putting it another way, the program has been released on an average of 2% 
months after the beginning of the fiscal year (September), and in 1951 and 1952 
the program was not released until November, or the fifth month of the fiscal year. 

Obviously no nationwide program in which the Federal Government, States, 
counties, and municipalities jointly participate as partners, and which requires 
montls of planning, engineering, and large-scale financing, including the adoption 
of legislation, bond elections, and complicated administrative procedures, can be 
efficiently carried out when one of the major partners cannot tell the other What 
it intends to do, or how much it will contribute to the joint endeavor, until several 
of the 12 months, in which the program must be completed, will already have 
passed. 

LONG-RANGE PROGRAM MORE EFFICIENT AND ECONOMICAL 


As illustrated by the tabulation above, the fall construction season is often over 
before grant agreements are finalized after issuance of the annual program. This 
frequently results in the construction on airport projects not commencing until 
the following spring. 

In planning at the Federal level, there has been entirely too little consideration 
taken of the problems that the other partners, the cities and the States, have in 
finaneing their share of the joint projects. 

It normally takes from 1 to 2 years for States, counties, and municipalities to 
arrange for the financing of large construction projects, either initially or for 
major expansion or improvement of a civil airport; in addition to the time required 
for the preparation of final plans and subsequent construction. Consequently, 
the overall timelag between initiation of the first effort and the actual completion 
of a large project normally ranges from 2 to 4 years. It is, therefore, extremely 
important, and in fact essential, that the States and their political subdivisions be 
able to plan their fiseal programs which involve airport development, with greater 
assurance than has been possible in the past, that the Federal Government will 
meet its share of the project cost. 

The erratic pattern of past congressional appropriations for airport development 
provides little guide to State legislatures for intelligent estimates of forthcoming 
Federal funds. 

CURRENT EXAMPLES 


\t the present time, there is pending before the legislature of 1 State, a request 
for the appropriation of $1,534,000 for airport development, but an additional 
request. of $353,000 is being held in abeyance because it is not known at this 
ime how much assistance the State may expect from the Federal Government 
for airport development during the coming fiscal vear. 

If Congress appropriates sufficient funds, before the legislature adjourns, to 
assure the State receiving comparable matching funds, it is almost certain that 
the legislature will approve the additional request. 

In another State where the legislature is in session, plans have been formu- 
lated for submitting a biennial budget request for airport development in the 
amount of $4 million. If the legislature approves this amount, it is expected 
that the appropriation bill will prohibit expenditure of the funds except for the 
purpose of matching Federal funds. 

In another State an appropriation request for airport construction in the 
amount of $1,400,000 is pending. Appropriation requests of various amounts 
have been approved or are pending in several other States, but no definite con- 
struction program can be intelligently planned until it is known if, and how 
much of a Federal allocation will be available. In most cases where State funds 
are appropriated for airport development, the customary procedure is to divide 
the individual airport development costs on the following basis: 50 percent Fed- 
eral, 25 percent State, and 25 percent local. 
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APPROPRIATED FUNDS SHOULD BE AVAILABLE FOR MORE THAN I YEAR 


The statutory requirement that Federal funds must be contractually obligated 
prior to the close of the fiscal year often demands haste, which results in ineff- 
cient evaluating and planning the fiscal program, in the development of sound 
engineering plans, and in letting contracts. 

NASAO strongly recommends administration of the Federal aid airport program 
along the lines of the highway program which avoids most of the financial and 
administrative problems that sponsors experience under the Federal aid airport 
program. Under the highway program, authorizations by Congress are made 
well in advance of the time of use in order to allow State legislatures sufficient 
time to provide matching funds. The funds for each year are then apportioned 
to the States according to the prescribed formula, usually about 6 months before 
the beginning of the fiscal year for which they are available. 

The Federal aid funds are a: ailable for the fiscal year for which they are appro- 
priated, and for 2 vears thereafter. Know ing the amount of Federal aid available 
to it, each State draws up a program of projects to be built with those funds, 
based on preliminary survey and cost estimates. Since there is close contact 
between the Bureau of Publie Roads and the States, questions as to the selectio; 
of projects and their location, design, and cost, are settled in the early stages of 
the programing and planning. 

After Bureau action on the program, the State makes detailed survevs for each 
project and prepares plans, specifications, and final cost estimates. These must 
be approved by the Bureau district engineer. The State then advertises for bids 
and awards a contract for construction, subject to Bureau concurrence. The 
dav-to-da\ super ision of the work is performed bx State engineers, but an 
engineer from the district office makes periodie Federal inspections of the site. 

NASAO has proposed as an alternate plan that the Administrator of Civil 
Aeronautics (Secretary of Commerce) be directed to submit to the Congress, as a 
part of the annual budget, a request for sufficient funds to liquidate the Federal 
share of grant agreements executed during the then current fiscal vear. 

Under this plan, the Federal Government, and the States or local sponsors, 
could enter into firm and binding grant agreements or contracts during the vear 
preceding the initiation of construction and expenditure of funds. 

Such an arrangement would obligate the Congress to annually appropriate the 
necessary funds, within specifie limitations, to meet the Federal share of such 
grant agreements, and on the other hand, it would place the States and their 
political subdivisions, the other partners in the joint endeavor, in a position to 
proceed with plans, engineering surveys, ete., and the completion of their fiscal 
arrangements with definite assurance that the Federal Government could be 
relied upon to provide its share of the project cost. 


ADMINISTRATION OF THE PROGRAM 


NASAQO members are almost unanimous in their opinion that the FAAP pro- 
gram should not be limited to any specific class or category of airports. lr 
adopting the Federal Airport Act, Congress clearly outlined the plan and program 
it expected to be followed and the factors that were to be considered in determining 
what airports should he included in the program. 

Under section 3 (a) of the Federal Airport Act, the Administrator of Civil 
Aeronautics is authorized and directed to prepare and revise annually a plan for 
the de-elopment of publie airports in the United States, including the Territories, 
and in formulating and revising such plan, the Administrator is directed to take 
into account the needs of air commerce and private flving, the probable techno- 
logical developments in the science of aeronautics, the probable growth of civil 
aeronauties, and such other considerations as he might deem appropriate; and 
that to the extent feasible, he should consult and give consideration to the views 
and recommendations of the Civil Aeronautics Board, the States, and Territories, 
and their political subdivisions. 

We believe that the above language of the basic act is clear, that the procedure 
recommended is reasonable, and that if followed intelligently would provide the 
United Stetes and its possessions with a national system of airports adeqiate to 


2 Wyoming (statement by Director of Aeronautics): 

The year-to-year appropriation of Federal funds, and the uncertainty attached thereto, poses a tremen- 
dous handicap to all agencies desiring to establish an efficient airport planning program. For the fis il 
1955 program, we were allotted just 7 days by CAA in which to submit final requests to our district and 
regional offices for Federal airport aid 

The uncertainty of the amount of Federal appropriations has seriously hampered our efforts to obtain 
State funds. 





R 


ligated 
Ineffi- 
sound 


ogram 
al and 
Lirport 
made 
ficient 
tioned 
before 


Lppro- 
tilable 
funds, 
ntact 
ection 


ges of 


r each 
must 
r | ids 
The 
it an 
ite, 
Civil 
» 48 a 
‘deral 


sors, 


vear 


i; the 


pro- 
In 
pram 


ining 


btain 


COMMERCE AND RELATED AGENCIES, 1956 589 


serve not only air commerce, but the growing aeronautical needs of industrial 
and agricultural aviation, the postal service, and the national defense as well. 

The safe and efficient operation of any given aircraft requires the same length 
runway, thickness of pavement, etc., in a small town as is required in a large 
city. To obtain the maximum utility from an airplane, an owner must be able 
to fly and land at night as well as daylight——the necessary airport lighting equip- 
ment costs as much in a small city as it does in a large city if the runways are of 
equal length. These are reasons why Federal aid should not be limited almost 
exclusively to large air terminals. 

The Department of Commerce, during 1954, adopted criteria requiring airports 
to have a certain number of aircraft (30) based thereon, and/or the enplaning of 
3,000 or more passengers per year. These criteria are discriminatory insofar as 
small or new airports are concerned, and prevent the uniform development of a 
national system of airports, particularly in Western States, where small airports 
are of vital importance to the economic and social life of the people.’ 

In the interest of economy and labor harmony, NASAO strongly recommends 
that the Federal Airport Act be amended to permit the establishment of labor 
rates for FAAP projects at the State level. 

Section 15 (b) of the Federal Airport Act, as amended, requires ‘‘all contracts, 
in excess of $2,000 on projects approved under this act, which involve labor, 
shall contain provisions establishing minimum rates of wages, to be determined 
by the Secretary of Labor, which contractors shall pay to skilled and unskilled 
labor * * ¥” 

sy experience, it has been found that the establishment of wage rates by the 
Department of Labor at the Federal level, rather than their being established at 
the State level, has resulted in not only greatly increased airport construction 
costs in some areas, but has disrupted the prevailing labor rates for other types of 
construction projects in these areas. 

This most often occurs when there is no labor rate established for workers on 
airport projects in small communities or sparsely populated areas; the Lepart- 
ment of Labor then usually establishes a local rate based on the rates being paid 
sinilar types of labor in the nearest large city, which is usually higher than that 
pre, ailing in small towns---and which usually results in workers on airport projects 
being paid considerably higher rates than workers doing comparable work on 
highways, streets, public buildings, ece., in the same community. 


SUMMARY 


Mr. Chairman, in the interest of conserving the time of this very busy com- 
mittee, [ ha e not attempted to re iew the rapid progress and expansion that is 


+ 


taking place in the a: iation industry, including the scheduled and nonscheduled 
airline ser ices, the use of aircraft by corporations, business and professional 
eR 

Moutana (statement by Director, Montana Aeronautics Commission): 

The airport needs for Montanainelude primarily the cons‘ructior of class 1 airports. We have very few 
citiesin Montana with airport needs exceeding a class 3 airport. Montara is a sparsely populated State— 
total ponulation, 629,900, less than many of our medium-sized citics in many parts of the courtry. 

Approximately 14 of the State of Montana is owned by the Federal Government, ard is, therefore, rot 
subject to local property taxes—the usual means from which funds are derived for matching Federal-aid 
furds for airport development. 

Montana has more aireraft per capita than any other State—which shows an unusual use ard need of the 
iirplane. Most aircraft in the State are light-plare category, and airport requiremerts arr auite modest. 
4 major portion of FAAP funds has been spent on large air termirals. It is probable thit | major air 
terminal in the country has had more Federal funds expended for its development than ali of the class 1 
sirports. 

Mississippi (statement by Director, Mississinpi Aeronautics Commission): 

McComb: Could not qualify for Federal aid under present criteria, although $23,243 has been experded 
by Federal Government under previous FAAP prograrrs. Since this airport was approved, 3 jet fighters 
have made emergency landirgs there because they did rot have fuel enough to go arywhere else. The 
cost of these aircraft would far exceed all FAA P furds experded in the State of Mississippi. Under present 
criteria, MeConb would not be corsidered an airport in the national interest—still it has proved a pretty 
good investment for the Federal Government. 

Utah (statement by Director, Utah State Aeronautics Commission 

Kanab: Field has been used considerably by movie industry—now one of the original fields contriFuting 
to facilities available for purposes of uranium, oil, and gas exploration and development. Only five based 
sireraft, but used considerably by transients. 

Under CAA criteria, no Federal aid was available for improvement—assisting in the uranium develop- 
ment, this airport is certainly in the nationalinterest. It was an original FAAP airport. 

Green River: Is a small field, yet because of tremendous oil, gas, and uranium interest in the immediate 
urea, needs a considerably larger airport. Seven aircraft based on field—ir eligible under criteria. 

Kentucky (statement by Commissioy er, Kentucky Department of Aeronautics): 

Frankfort: Capital of the State, incligible under 3,900/30 criteria. Will have airline service by two air- 
ines upon completion. Has 5 State aircraft based, 2 National Guard. Transient use exter sive. 

So nerset: Turfed field with less than 30 aircraft regularly based, but has very high transient load due 
to its nearness to excellent fishing and vacation facilities at Cumberland Lake—serves as emergency field 
on north/south airway from Chicago to Florida. 
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people of all types, or their use in agriculture, forest fire control, disaster relief. 
and for instruction, recreational, and national defense purposes. 

Statistics on these developments are available from several sources, but they 
all add up to a need for more and improved airports, i. e., a continuing, long-r ange 
national airport plan and program. 

The utility of airplanes, like telephones, increases in direct proportion to the 
number of places and persons that can be reached by their use—maximum public 
benefit from aircraft cannot be obtained until you can safely land closely to cities, 
towns, mines, oilfields, ranches, recreational areas, and other places that air 
travelers may wish to reach. The responsibility for providing airports or landing 
strips in all these places is local—State— and national. All levels of government 
should jointly participate in the development of a nationwide system of airports 

In order to permit the Federal Government to make a contribution proportion- 
ate to the national interest, NASAO strongly recommends an appropriation of not 
less than $100 million for continuing the FAAP program during fiscal 1956, and 
respectfully suggests that your committee take such action as may be appropriate 
to effectuate the amendments to the Federal Airport Act and the administrative 
procedures recommended above. 

The opportunity to express the views and recommendations of the National 
Association of State Aviation Officials with respect to this very important program 
is sincerely appreciated. 

Thank you. 


STATE APPROVAL OF AIRPORT PROJECTS 


Senator Tuy. I am happy to have him testify. 

Mr. McMutten. I would particularly like to point out for the 
record that 30 States have adopted legislation requiring State ap- 
proval of Federal-aid airport program projects, and 21 States have 
adopted legislation requiring that the Federal-aid airport funds be 
channeled through State aviation agencies. Approximately one- 
quarter of the States and Territories continuously appropriate sub- 
stantial funds for airport development. 

I simply mention that to qualify the officials as being familiar with 
the Federal-aid program and why we feel that they are competent to 
recommend to this committee and the Congress the amount of funds 
that should be made available by their senior partners, as you might 
call them, the Federal Government. 

Senator Thye, for the committee’s information, I would like to re- 
port that the records in my office indicate that every year since 1943, 
which was before the Federal Government began appropriating Fed- 
eral funds for Federal aid to airports, the Minnesota Legislature had 
appropriated substantial funds. Through 1953, the appropriations 
amounted to $5,500,000. 

I do not have 1954 and 1955, but this vear there is a budget request 
pending in the Minnesota iailuhens for $1,200,000. 

Senator Tuyr. Colonel, for your information, I was Lieutenant 
Governor and also Governor when we created the metropolitan airports 
commission which consolidated Minneapolis-St. Paul and put a com- 
mission over the supervision of that airport which is now serving the 
Twin City area. That was one path of action. 

The other was the State assistance in helping the municipalities to 
get a pattern of airports across the State that would give safety to the 
flier as well as security to the Nation in the event of needing those 
airports for national defense. 

I am glad you touched on that, Colonel. 
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STATE AID FOR AIRPORT DEVELOPMENT 


Mr. McMutL.ten. Approximately 25 percent of the States are now 
appropriating funds for airport development and, as I will point out 
briefly in highlighting my statement, they have been confronted with 
a very serious problem in carrying out the program at the State level 
through the Federal-aid program, because of the rather smal! amounts 
that have been appropriated and the uncertainty with which they can 
depend upon them. 


NATIONWIDE SURVEY OF FUND REQUIREMENTS 


As Mayor Hartsfield pointed out a few minutes ago, the National 
Association of State Aviation Officials, together with the American 
Association of Airport Executives, and the Airport Operators Council, 
of which Mr. Inwood will speak, have recently conducted a nationwide 
survey to determine the amount of funds that were required to com- 
plete the necessary airport development that we believe should be 
completed within the next 3 to 5 years. 

The first three columns show the amount of funds required for 
terminals, landing area, and purchase of land; the fourth column the 
total amount of funds required for each State; and then the interesting 
tabulation I think is the fifth column, which shows the local funds 
that are now available to match State or Federal appropriations; 
and the two final columns indicate the amount of funds that could 
be officially expended during fiscal 1956 and fiscal 1957. 

On page 2, at the bottom of the column for fiscal 1956, you will 
note that these three associations, which I think are the closest to 
the airport problems of any people of the United States, are of the 
opinion that $222 million could be officially expended during fiscal 
1956. 

I would like to present this statement for the record. 

Senator HoLuanp. It will be included in the record. 

(The information referred to follows:) 
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Joint AMERICAN ASSOCIATION OF AIRPORT EXECUTIVES, AIRPORT OPERATORS 
CounciL, NATIONAL ASSOCIATION OF STATE AVIATION OFFICIALS 


Airport fund requirement survey 


Portion of total funds 


Funds required ! : 
1 required ! 


Total fund | Local funds 


‘onstructio : ; 
SRE UCHION required | available 


Fiscal vear| Fiseal year 
1956 1957 
Landing (1955-56) (1956-57) 

area 


Terminals 


Alabama $857, 500 000 | $1,667, 500 $404,000 $1, 667, 

Arizona__._.- . $330, 000 140, 000 000 2, 494, 020 ; , 510 1, 344, f $200, 000 
Arkansas 565, 000 837, 000 27,000 1, 493, 552 492, 000 790, 55s 403, 000 
California 18, 593,388 | 27, 978, 413 i, 873 20, 67 , 328, 764 | 25, 513, | 20, 667, 400 
Colorado 953, 110 650 ; 76 44, 401 , 140, 496 

Connecticut 2 378, 000 300, 000 8, 000 956, 37, 500 956 

Delaware_-- 38, 660 38, 66! 19, 339 138, 66° = oe 
Florida , 330, 000 5, 221, 880 ; ,000 | 2% , 992 5, 396, 860 , 752, 480. 000 
Georgia. - 600, 000 565, 734 : ia 27, 000 , 221, 

Idaho 724, 070 24, 362, 035 724, . 

Illinois 785, 000 5, 622, 000 , 000 }, 868, 3, 786, 500 2,000, 5 . 182, 500 
Indiana : , 100, 000 , 050, 000 , 000 5, 852, , 516, 300 1, 630, 6! 4, , 400 
Iowa 190, 900 324, 000 000 E 279, 000 26, 00 
Karsis__. 179, 900 899, 390 , 000 , 035, 3! 9, 000 792, } 310 
Kertucky 849, N00 2, 560, 437 : , 163 4, 56, 6 2, 253, 290 2.681, 690 | - 000 
Lovisi ina. j 162, N00 290, 000 , 31, 3 3, 632, , 391, 3% 

Maire . 39. 000 558, 910 000 589, ¢ 399, 27: 459, 000 
Maryland 2, 983, 000 g , 000 2, 26, 5 , 839, 000 nnn 
Masschusetts », 558, As 3, 362, 588 , 579, 000 , 50, 115 a 3, 953, 612 | 7, , 500 
Michigan , 391, 000 , . 000 5 ,000 39, ; , 516, O 085, 000 , 485, On 
Mivresota__ : ' ) 3, 173, 000 , 000 , 219, 5 5, i 5, 888, 590 5, , 000 
Mississinpi_- R&2, 618 , 438, 3 399, 000 , 438, 388 

Missouri 11, , 000 3, 475, 200 = , 000 9, 961, 2 , 922, 199 }, 596, 100 5, 000 
Montina 912, 390 912, < 56, 150 912, 300 

Nebraska 79, 000 350, 000 267, 000 ‘ 357, 000 498, O00 

Nevada. , 883, 004 , 863, , 547 , 863, 094 

New Hampshire. 000 559, 000 , 600 429, 6 000 388, 690 

New Jersey __-_ 189, 000 7, 988, 165 227, 165 8, BRS, 3° 4, , 165 2,185, 330 

New Mexico 296, 782 911,918 , 874 , 257, ¢ , 787 , 257, 574 

New York , 893,000 | 28,041, 290 $71, 897 3,516,007 | 34, .910 2, 164, 397 

North C irolina_. 527, 9900 , 151, 856 9, 000 ,3N), A , 166 3, 594, 656 

North Dakota 255, 000 200, 000 9, 000 45, 000 000 352, 500 

Ohio , 640, 895 », 075, 156 f , 846 | 35, 931, 897 : , 452 | 22,703, 154 

Oklahoma 250, 000 , 427, 590 2 ,000 | 20,391, 660 , 485, 665 2,891, 660 

Oregon _. 5, 519, 283 2, 681, 246 , 963 c . q , 260 1, 418, 200 
Pennsylvania_- , 920, 000 , 833, 000 , 000 >, 575, 73 , 360 5, 249, 360 

Rhode Islind 2, 305, 000 109, 000 2, 495, , 000 , 205, 000 : 00 
South Carolina 150, 000 638, 400 24, , 590 774, 490 000 
South Dakota 548, 990 70, 000 i18, ¢ 148, 200 116, 990 52, O00 
renressee_- , 500, 000 3, 575, 000 , 000 7 . 59% 2.194, 190 3, 637, 993 3, 835, 000 
Texas , 373, 000 , 294, 780 2 , 950 , 706, , R88, 963 2,515, 214 3, 791 
Utah 3, 090, 000 931, 398 ,000 | 3,949: , 411,397 | 2,353,699 

Vermont 255, 000 599, 000 000 945, 090 59, 000 0, N00 
Virgir ia 149, 000 , 485, 000 000 . , 000 639. 000 711,990 ; 000 
Washington 338, 432 . 442, 632 , 132 2, 599, 290 , 244, 100 , 949, 200 

West Virginia 70, 000 2, 273, 950 34, 72 2, 378, 674 , 042, 837 , 547,174 

Wisconsin 170, 000 , 392, 700 755, 860 2 2 560 676, 280 686, 560 

W yoning 98, 000 343, 072 , S81 , 953 69, 250 284, 843 

Territories 12, 839, 641 . 703, 240 ,318 | 26,703,766 15,363, 345 4,423, 912 3, 000 


Totals 174, 866,945 195, 870, 327 , 455,806 468, 353, 467 173,133,399 222, 768.195 


! Incomplete due to lack of breakdown in several answers. 
MATCHING FUNDS RECOMMENDED 


Mr. MeMutuen. This, if matched by the Federal Government, 
would be $111 million which we understand goes beyond the statutory 
limitation of $100 million now permissible for the Congress to 
appropriate. 

We, therefore, strongly recommend that a minimum of $100 million 
be made available for fiscal 1956. 

Now, the balance of my remarks pertain more to the program than 
to appropriations, but they have a direct bearing on the cost of 





I funds 
1 


cal year 
1957 
156 -57) 


5200, 000 
403, 000 
667, 400 


480. 000 


182, 500 
809, 400 

3,900 
298, 390 
825, 000 


139, 090 
199, 000 
46, 500 
85, 000 
31, 000 


50, 000 
16, 090 


41,090 
13, 000 


13, 053 
0, 000 


5, 690 
5, O00 
O00 
1, 000 
O00 
5, 000 


4, 791 


0, N00 
0, 000 


1, 500 
4, 000 


), 000 
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airport development and for that reason we felt would be of interest 
to the Appropriations Committee. 

The tabulation on page 3 of my statement shows the amounts of 
appropriations that have been made available in the various fiscal 
years since the Federal aid to airport program began, and the third 
and fourth columns are particularly important to my remarks at the 
moment because they show the dates that the appropriations bills 
have been passed, and then the dates on which the CAA have been 
able to release the program. 

Just highlighting the more important points, the program has been 

released on an average of 24% months after the beginning of the fiscal 
vear. 
* Now, I would like for you to keep in mind the fact that the funds 
are recaptured at the end of the fiscal year if not obligated and as I 
have just pointed out, they are not available for 2% months at an 
average after the beginning of the fiscal year, which leaves only $% 
months for them to be officis ally expended. As a matter of fact, in 
2 years, 1951 and 1952, the program was not released until November 
or the fifth month of the year, which meant they had only 7 months 
left to do the actual engineering and letting contracts, and so forth, 
and this results in a very inefficient and costly program. 

We are recommending to the Interstate and Foreign Commerce 
Committee, and we hope this committee will concur and lend their 
support to S. 1855, which will set up at least a 4-year program with a 
specific authorization, according to that bill, of $60 million a year. 


COMPARISON WITH FEDERAL AID HIGHWAY PROGRAM 


Senator HoLLAND. Would that be comparable to the Federal aid 
program for highways? 

Mr. McMutuen. Rather closely, sir; yes, sir. That bill, at the 
present time, provides for recapture again at the end of each fiscal 
year. We strongly recommend that that particular provision of S. 
1855 be amended to make the funds available for at least a 3-vear 
period. 

Senator HoLuanp. In that regard, such a change would follow the 
provisions of the Federal Aid Act for roads, because they do not re- 
quire or expect the full expenditure in any year appropriated but 
allow 2 additional years for the payments to be strung out. 

Mr. McMutten. That is right, sir. 

Senator HoLuanp. The construction costs of added runways and 
the like in the case of airports is quite similar to the operation in the 
case of the construction of highways, is it not? 

Mr. McMutten. That is right. 

Senator HoLuanp. It cannot be done overnight or in a short or 
limited period. 

Mr. McMutten. It takes at least 2 years, based on our experience, 
for the States and counties to arrange for the financing of these large 
projects, and enter initially into the contracts, and so forth. 

I am going to omit any discussion or remarks with respect to the 
problems of the States, because both of you gentlemen having been 
governors and thoroughly understand, I think, the problems that 
confront us at the State level with a program of this type. 
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RESTRICTION ON TYPES 





OF PROJECTS 
I would like to speak just briefly on two other points. One is the 
criteria which were established by the Department of Commerce ap- 
proximately a year ago, which limits the types of projects that can be 
incorporated in the program. 

We think this is wrong. We do not think that there should be any 
severe restriction as to the types or categories of projects or airports 
that could be included in the program. 

I would like to read very briefly the comments of several States 
which clearly illustrate what I am trying to say. For example, the 
State director of aeronautics in Mississippi had this to say, with 
reference to the town of McComb: 


Could not qualify for Federal aid under present criteria, although $23,243 
been expended by Federal Government under previous FAAP pregrams. Sines 
this airport was approved, three jet fighters have made emergency landings ther 
becaus? they did not have fuel enough to go anywhere else. The cost of these 
aircraft would far exceed all FAAP funds expended in the State of Mississippi 
Under present criteria, MeComb would not be considered an airport in thi 
national interest—still it bas proved a pretty good investment for the Federal] 
Government. 


The Utah director had this to say, speaking of Kanab: 


Field has been used considerably by movie industry— now one of the 
fields contributing to facilities available for purposes of uranitim, oil 
exploration and development. Only five based aircraft, but 
by transients. 


ais 


origin: 
, anc gas 
used consideral ly 


The commissioner of Kentucky said, in speaking of Frankfort: 


Frankfort, the capital of the State: Ineligible under 3,000/30 criteria. Will 
have airline service by two airlines upon completion. Has five State aircraft 
based—two National Guard. 


LABOR RATES 


The only other point which I would like to discuss this morning is 
in connection with the establishment of labor rates at the Federal level 
This has caused many serious delays and what we feel to be unneces- 
sary expense. 

We are recommending that the present law be amended to permit 
the establishment of wage rates at the State level by State labor de- 
partments. It takes normally from 40 to 60 days to obtain approval 
of labor rates on airport projects by the Secretary of Labor. Those 
rates are established for a period of only 90 days. It takes 2 or 3 
weeks normally for the notice of the labor rates which have been estab- 
lished to trickle back to the State level. Then if there is any error or 
mistake of any kind, it has to be resubmitted and amendments to the 
original order issued, which takes another several weeks. But when- 
ever issued, it still has to be operated or made effective within the 
original 90-day period. It is sometimes impossible to let contracts 
within the period for which you have the labor rates established and 
then you have to start all over again. 

Most of the remaining airport projects are in sparsely settled com- 
munities, and the labor rates there are not established and on record. 

Senator HoLtLanp. In other words, there is no airport labor rate in 
the average one of these small communities, and you have to go to 
some city ‘which may not be close by and in which the’ labor situation 
is completely different from that in the area where the airport is 
being built? 
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Mr. McMuu.en. That is right, and it results in a higher labor 
rate being established, which, in turn, makes the airport cost more 
than would be the cost over a highway or public school perhaps, and 
causes @ certain amount of friction. 

Senator Haypren. Mr. Chairman. 

Senator HoLuanp. Senator Hayden. 


STATE BODIES FOR FIXING WAGE RATES 


Senator Haypen. Is there a State authority in each State that does 
fix labor rates? 

Mr. McMutuurn. I do not think there is, sir. I am not completely 
familiar with that. 

Senator HoLtLtanp. I am unable to answer that question, either, 
but I do know that many States do have what we call small Davis- 
Bacon acts. We have one in our State, for instance, but I am not 
able to say how many States have those. 

Senator HaypEN. It seems to me that maybe the clerk could get 
somebody in the Labor Department to compile that and provide it 
to the committee. 

Senator HoLianp. Will you secure that for the committee, 
Mr. Clerk? 

(The information referred to was provided for the use of the com- 
mittee. ) 

Senator Haypen. If we could not go all the way to follow the 
situation, at least we might go to the States that have an adequate 
board of that kind so that they could fix it or even fix it subject to 
appeal. 


Mr. McMuuuen. Mr. Chairman, I know you are pressed for time. 
That is all the time I plan to take. 
Senator HoLtitanp. Thank you very much. 


Mr. McMutuen. I appreciate the opportunity to comment on 
this bill. 


STATEMENTS OF LOUIS R. INWOOD, DIRECTOR OF AVIATION, 
PHILADELPHIA, PA., ON BEHALF OF AIRPORT OPERATORS 
COUNCIL; AND G. EDWIN PETRO, REPRESENTING THE AMER- 
ICAN ASSOCIATION OF AIRPORT EXECUTIVES 


GENERAL STATEMENT 


’ Mr. Inwoop. My name is Louis R. Inwood. I am director of 


aviation for the city of Philadelphia, Pa. I am chairman of the 
legislative committee of the Airport Operators Council and was 
requested by our good president, who is a Minnesotan, Bob Aldrich, 
to represent him and the association here today. 

I am also on Mayor Hartsfield’s committee of the American Munic- 
ipal Association on airport matters of which he is chairman. 


COMMUNICATION 


| have here a letter which I would like to file with you from the 
United States Conference of Mayors, authorizing me to speak in 
their behalf as well. 
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Senator HoLLaNnp. Without objection, that will be included in the 
record. 

(The letter referred to follows: ) 

Tue Unitrep States CONFERENCE OF Mayors, 
Washington, D. C., May 31, 1955, 
Memorandum for: Mr. E. THomas Burnarp, executive director, Airport Opera- 
tors Council. 
From: Paut V. BeTrers, executive vice president, the United States Conference 
of Mayors. 

Dear Mr. BuRNARD: Following our conversation, this is to request that Mr 
Inwood present the attached resolution when he appears before the Senate 
Appropriations Committee on the airport matter. This resolution was unani- 
mously adopted at the recent annual conference of the United States Conference 
of Mayors in New York City on Saturday morning, May 21. Mr. Inwood is 
thoroughly familiar with the interest of the conference in the airport program, 
and he is authorized to speak on behalf of the organization whose views are identical 
with those of the Airport Operators Council. 

PauL V. BETTERs, 
Executive Vice President 


FEDERAL AIRPORT CONSTRUCTION PROGRAM 


Since enactment of the Federal Airport Act of 1946, annual appropriations have 
never approximated the total amounts authorized by the Congress in the basic 
statute. In all of the years since 1948, congressional policy and intent has been 
almost completely nullified through failure to include in the budget the volume of 
funds originally authorized. As a result, required construction on many of our 
municipal airports essential to national defense has been effectively blocked. It 
is urged, therefore, that the Federal airport construction program be fully re- 
activated in accordance with the original provisions of the 1946 Airport Act. 

Unanimously adopted, 1955 annual conference, the United States Conference 
of Mayors, the Waldorf-Astoria, New York City, N. Y., May 21, 1955. 


AMERICAN ASSOCIATION OF AIRPORT EXECUTIVES 


Mr. Inwoop. Again, in an effort to conserve your time and be as 
brief as possible, | would like to introduce Mr. Petro, who represents 
the American Association of Airport Executives. We see eye to eye 
in the matters so, in order to conserve time, if he may be present, Mr. 
Chairman, for any questions which you may want to ask, | will present 
the testimony on behalf of us, and if you desire to question either one 
of us, we will be very happy to answer questions. 

Senator HoLLtanp. Mr. Petro, you may be seated at the table, and 
Mr. Inwood may speak for both of you. 

Mr. INwoop. I want to say that I concur fully with what Mayor 
Hartsfield said, and with what Colonel McMullen has stated before 
the committee. 

I will try to stay away from the points which they have mentioned 
insofar as possible to conserve your time. 

To introduce myself, back in 1936 and 1937 I was loaned by the late 
Mr. Eastman of the Interstate Commerce Commission to the Senate 
and was aeronautical adviser to the Senate Interstate Commerce 
Committee during those 2 years. 

You may be familiar with some of my past activities as adviser to 
the Governor. 

FEDERAL AIRPORT ACT 


We feel that the original act which was passed by the Congress 
was a wide one, the Federal Airport Act. The history and record 
of that act is filled with long consideration, extensive hearings, and 
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that act when it was passed gave a renewed gleam of hope to the 
development of aviation in the United States. 

You cannot have aviation without airports. Every flight takes 
off or lands at an airport, and the amount of aeronautical defense or 
acronautical commerce in the United States is limited by the number 
of facilities that are available for the aircraft that fly the skies. 

So when you are considering this airport problem you are consider- 
ing, not only from the defense but from the commerce of the United 
States, a basic problem. You could have the finest airport in the 
world in Washington but if the rest of us did not have airports, it 
would be of no value. The value is directly proportionate to the 
number of places that you want to go and desire to go and the value 
of the service is in the number. 

Now, Mayor Hartsfield wanted to highlight that one bit of testimony 
of his that we have all too few and it is far more economical for you 
to build with matching funds of the local communities throughout 
these United States to constitute an adequate number for our defense 
than it is to build in the very expensive way under the forced draft 
through the military. 


CONSTRUCTION TIME OF RUNWAY 


Colonel McMullen has made the statement in which I concur fully 
about the length of time required. It takes 3 years minimum to 
build a runway. You can do it in a year under forced draft under a 
military emergency and you will spend about five times the dollars 
in the construction that you will under our civilian construction where 
we allow the ground to sit a while before we pave it, and the history 
throughout the United States is that it takes 3 or 4 years to build a 
runway. 

I have been in this business 35 years and know what I am talking 
about. 

No matter where you build them in the world, when you build them 
under forced draft, you build them expensively, so that it is economy 
in operation to build them for civilian use. 

This is an appeal from the action of the House that you are hearing 
today. We feel that the House in authorizing $19 million to Annap- 
olis and over $2 million to Washington National, just 2 airports, and 
$20 million to the rest of the population, has sadly neglected to see the 
picture. 

Senator Tuyr. Mr. Chairman, may I interject at this point? 

Mr. Inwoop. Those two airports are justified. 

Senator Toye. I recognized the same thing as I looked at this justi- 
fication sheet that we have before us, as I studied it this morning. I 
had recognized the same factor and it is serious. 

I am going to have to leave, Mr. Chairman, which I exceedingly 
regret, because each and every one of you who are going to testify 
here this morning will give testimony which is important to this com- 
mittee of the Senate as they deliberate on this question. 

I did want to touch on this airport question because I recognize the 
very same deficiencies or inequities in the justification sheet before us 
that you have just touched on. 

Go wherever you like, I care not whether it is Florida, or Minnesota, 
or California, when we see the needs of all these States they are just 
as important in the scheme of this Nation as a national airport. 
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This is the National Capital, but we in Minnesota have a great 
deficit in airport construction and facilities, and must be improved on, 
That is my concern. I think the funds are inadequate in general, 
even in the amount that the House appropriated, and that is above 
the estimate for 1956. 


CIVIL AERONAUTICS ADMINISTRATION POLICY 


Now, the other question, Mr. Chairman, on which I would like to 
touch is simply this: The question of the Civil Aeronautics Adminis- 
tration attitude toward Federal construction. 

You have unity there, have you not, or is there a lack of unity? 
That may be an embarrassing question, but we are trying to develop 
a national airport developme nt in this Nation that will give us safety, 
security, if we must move in a hurry from any point of this Nation i In 
our national defense. 

Mr. Inwoop. And we have too few airports to fill a national emer- 
gency at the present time. 

Senator Tuyt. I am sorry that I could not be here when the Civil 
Aeronautics Administration witnesses testified, but is there splendid 
cooperation between you in the civilian field with the Civil Aero- 
nautics Administration on the national level? 

Mr. Inwoop. Well, ves and no. The truth is never embarrassing, 
and I will give you as close to the truth as I possibly can in my 
judgment. “I believe that the Administration of Civil Aeronautics 
has been very seriously handicapped. 

Senator Tuyr. That is what I wanted to get out here because | 
think that would help us in the overall. 

Mr. INwoop. On the other hand, I think some of it is our own 
fault. 

As Colonel McMullen so ably demonstrated to you, there is an 
awful lot of redtape. We are government. We do not like to see 
Washington preempt the term ‘‘government” to the exclusion of the 
States and local government. 

We are also government. We are honorable government, and it 
is as easy to audit an airport expenditure, because, like a highway, 
you can come very close to saying whether that money has been 
properly spent when you see the number of miles of highway existing 
or the number of yards of airport runways existing or the amount. 

There is too much delay in the various labor elements and i 
regulation. 

Then I merely offer this as a suggestion: I think that when the 
Congress started cutting these funds to the quick, maybe that was 
the father of all these meticulous restrictions to which Mayor Harts- 
field alluded where they kept making less and less applications possible 
for these Federal funds until they got it tied up so tightly that it is 
almost impossible in some cases to use Federal funds to properly 
develop the airport. 

Does that answer your question? 

Senator Toye. I was just wondering whetber you had found any 
reason to complain about the attitude of the Civil Aeronautics Admin- 
istration toward the airport question. 

Mr. Inwoop. I do have reason to complain, but it is not a com- 
plaint against personalities involved. It is a complaint against the 
system involved. 
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Senator HoLuanp. The Senator is asking you not about the funds 
that come by way of aid in construction of airports but he is asking 
you about the CAA program of safety and the dovetailing of that 
with the airfield construction program. 

I believe that what he means is whether CAA is working coopera- 
tively with the local operations. 

Mr. Inwoopv. The CAA is working very, very cooperatively with 
the airports in the country in everything except the amount of funds, 
and I think they have been hamstrung and you have had that ade- 
quately testified to by a great number ‘of people. 

They have been handicapped under the budgetary system. No 
matter what is recommended, their hands are tied, and they are not 
in position to come and tell you that there is a demand of $136,000 of 
matching funds available. 

They have been limited by the Bureau of the Budget to talk about 
$12 million. 

Senator Toye. But you did not find that the Civil Aeronautics 
Administration is in any sense acting as a drag on the question of 
assisting in bringinz about Federal aid? 

Mr. Inwoop. Yes. 

Senator THyr. You mean they are a drag? 


CAA REGULATIONS 


Mr. Inwoop. By 2 ways which I tried to make plain: Because of 
the limitation of funds, I think they have circumscribed the adminis- 
tration of airport funds with a lot of unnecessary rulings and regula- 
tions. 

Senator THyr. Could you just hurriedly explain some of those 
rulings and regulations for the benefit of those here? 

Mr. Inwoop. For instance, in one case because they arbitrarily 
ruled out terminal buildings we are unable to furnish facilities for the 
Government itself in the terminal building, in the control tower, in 
Weather Bureau space, in many others; and along that line those 
things should be eligible for matching funds, the facilities of Phila- 
delphia or Miami or the Twin Cities or Phoenix or anywhere else. 

Senator HoLuanp. The law has not been changed in that regard. 
You mean the Bureau of the Budget is not permitting matching 
operation? 

Mr. Inwoop. The Commerce Department itself has put regulations 
into effect, because I can only hazard a guess at this, and it is my 
opinion, that that was an easy way out, to restrict the applications 
down to the small funds that were appropriated for them. 

I do not know. I may be wrong on that, but they certainly have 
done it regardless of the motive. 

Senator Tuyr. In other words, there are certain regulations laid 
down that absolutely disqualify and exclude. 

Mr. Inwoop. A great many worthwhile projects. 


INTENT OF CONGRESS 


Senator Toye. That was the purpose of the question. 

I was trying to get the meat of some of the problems which confront 
some of these communities. They simply say, ““You do not qualify. 
You cannot come in.” Yet the intent of Congress is that if Federal 
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aid is to be granted, Federal aid shall be granted where there js 
justification for the Federal aid to be given. 

Mr. INwoop. And we formerly enjoyed Federal aid on those very 
points and they were duly reported to Congress and Congress had no 
criticism of that distribution. 

These have come on in the last few years. 

Senator Tuyr. I recognized that last fall as I tried to deal with the 
overall question. That is what led me to ask the question here, be- 
cause I ran into that. Tran into it not only in my own State but I was 
picking it up elsewhere in the Nation. I asked the question because 
I wanted to make certain as to whether we were establishing certain 
formulas to which they would have to apply. 

Mr. INwoop. Congress is not. 

Senator THye. But I mean the administrative body. 

Mr. INwoop. That is correct, sir. You are 100 percent correct. 

Senator Tuyr. That is what I wanted to clear up. I thought I] 
recognized it last fall and it was disturbing to me. I will say that ] 
think, however, that States that do not make available State funds to 
the munic ipalities to help in the development of a proper air program 
in their respective States are negligent insofar as their State responsi- 
bility if they do not do it on the State level but come here and ask the 
Federal Government to help them. I think that there lies one factor 
to which we need to give more concern. 


USE OF AIRPORTS BY FEDERAL GOVERNMENT 


Mr. Inwoop. There is another problem in ethics in this matter 
which I would like to call to vour attention. I do not believe you 


have heard of it before. It is this: At every one of the airports 
throughout the United States a fairly substantial use of these airports 
is made by Federal Government. Not only that, but at all these 
airports in the United States, particularly the border anne, we 
furnish free customs, free immigration, free public health, free CAA, 
free Weather Bureau space, and we willingly entered into that arrange- 
ment on the strength of a $500 million authorization with $100 million 
per year indicated in that authorization. 

Senator HoLLaNb. In other words, you were willing to have the 
Federal funds go on certain of the necessary parts of the entire capital 
outlay provided that the Federal participation was in the amount 
covered by the authorization? 

Mr. INwoop. It was a fair bargain. 

Senator HoLLANb. You are perfectly willing to have left to you the 
sole financing of certain other parts of the capital outlay but again 
conditioned upon the Federal Government meeting its authorization? 

Mr. Inwoop. Now, the Civil Aeronautics Administration has signed 
up the bulk of the airports in the United States with these free-use 
things and, gentlemen, if $20 million is all this Congress can appro- 
priate, [ can speak for AOC and say I wish that you would strike it all 
off and give us our freedom and vitiate that contract, negate that 
contract, and let us charge a standard commercial rate for this use of 
our airports, our facilities, and our landing fields, and I will tell you 
gentlemen that you will pay $150 million instead of the $100 million 
that we are asking for. 

Senator HoLuanp. In other words, to accommodate the various 
Federal planes that land at your field if the charges were levied in full 
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against them, you think that the Federal funds payable to your opera- 
tion would be considerably larger than what you are now getting; is 
that it? 

FREE SERVICES TO FEDERAL GOVERNMENT 


Mr. Inwoop. Yes, sir, and in confirmation of that fact, the Dade 
County Port Authority, in the Senator’s own State, estimated that the 
free services that they furnish to the Federal Government on the 
Miami International Airport amount to about $350,000 a year at 
one airport. 

Now, we are not coming hat in hand as beggars asking for Federal 
airport aid. We are asking for justice, gentlemen, and a policy. In 
other words, | am not criticizing the Congress. The Congress set the 
policy and it is up to the Congress to tell the Department of Commerce 
that they want the policy that the Congress wisely set out and appro- 
pri: a funds to balance it. 

enator HOLLAND. I cannot let that go unnoticed. 

Communi sets the policy and Congresss makes the organization and 
Congress sets up the agency to administer the policy and to pay out 
the appropriations, and then the Congress fails to meet the authoriza- 
tions by the appropriations. So it seems to me that the question is 
not at all one of the agency not doing what was proposed to be done 
because they wish it to be that way, but simply because they do not 
have funds to carry through. 

Nir. INwoop. I think the agency should have made the statement 
that I just made: Give us our freedom or else give us a fair deal. 

Senator HoLuanp. The agency may have a different relationship to 
the Congress from that which you have. 

You may proceed, sir. 

Senator Tuyr. Mr. Chairman, I will take leave. I appreciate very 
much that I had an opportunity to hear these two witnesses on this 
particular item in the bill, and I regret that I cannot remain to hear 
all the rest of the witnesses, but I had assumed an obligation for this 
afternoon that I cannot avoid. 

Senator HoLLtanp. We are glad to have had you with us this long. 

Mr. Inw oon. I thank you very much for the courtesy of appearing 
before you and I hope that you will consider, either cancel the contract 
and appropriate nothing, or give us enough to make it worth while. 


RESOLUTION 


Mr. Perro. Mr. Chairman, if I might, I would like to add for the 
record a statement from the American Association of Airport Execu- 
tives who at their annual meeting in Tucson, Ariz., in April, passed a 
resolution endorsing the original airport act. Possibly it would be 
best to read into the record the entire resolution, which is quite short. 

Senator HoLtuanp. The resolution can be placed in the record. 

(The resolution referred to follows:) 


RESOLUTION ENDORSING ORIGINAL NATIONAL AIRPORT ACT 


Whereas in 1946 the Federal Airport Act was enacted after a comprehensive 
study, and 

Whereas the act as amended, is considered adequate for the purpose for which 
the program was intended, and 
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Whereas in the administration of the act the original intent of Congress jn 
advancing general aviation has been ignored as witnessed by the annual changes in 
the criteria that occur; Now, therefore, be it 

Resolved, That the American Association of Airport Executives in its regularly 
scheduled annual convention held at Tucson, Ariz. in April 1955, hereby petitions 
that the Federal airport aid program be administered in accord with the original 
intent of the act. 


Senator Hoitutanp. We have Mr. Alexander Purdon, executive 
director of the Committee of American Steamship Lines. 
We are sorry to have delayed reaching you, Mr. Purdon. 


MARITIME ADMINISTRATION 


OPERATING DIFFERENTIAL SUBSIDIES 


STATEMENT OF ALEXANDER PURDON, EXECUTIVE DIRECTOR 
COMMITTEE OF AMERICAN STEAMSHIP LINES 


PREPARED STATEMENT 


Mr. Purpon. Mr. Chairman, I have a prepared statement. | 
would ask that it be placed in the record. 

[ will merely touch upon the highlights and save your time, sir. 

Senator HoLuanp. It will be incorporated in the record. 

(The statement referred to follows:) 


STATEMENT OF ALEXANDER PuRpDON, ExrcuTIVE DIRECTOR, COMMITTEE OF 
AMERICAN STEAMSHIP LINES CoNcERNING H. R. 6367, COMMERCE AND 
RELATED AGENCIES APPROPRIATIONS BILL 


The Committee of American Steamship Lines, whose membership is comprised 
of 15 United States flag steamship lines holding operating differential subsidy 
contracts with the Maritime Administration, supports the budget request of the 
President for maritime activities for fiscal 1956. 

While our support of the amounts requested for these purposes in the coming 
fiscal year is not limited to operating differential subsidies, we particularly address 
our remarks to that phase of the maritime program which most directly concerns 
our member lines. Nevertheless, we do most earnestly urge this committee to 
give favorable consideration to the funds requested for ship construction, research 
and development, and the administrative expense necessary to assure proper 
management of this vital activity. 

In 1954, a total of 281 vessels were operated under operating differential sub- 
sidy contracts. As contractors with the United States Government, these lines 
have agreed to maintain regularly scheduled sailings on these essential routes. 
In return, the Government has contracted to make operating differential pay- 
ments which are intended to place these operations on an equal footing—a parity 
basis in operating costs with foreign lines. 

A very substantial private investment, assisted by Government support based 
on parity, has assured our foreign trade and our defense establishment of a 
nucleus merchant fleet adequate for both trade and defense. Too often the role 
of private investment in our merchant fleet is overlooked. Too often we neg- 
lect to consider the very expensive alternatives we face if we abandon or weaken 
the constructive partnership of private enterprise and Government which the 
Merchant Marine Act of 1936 provides. The cost of everything has been going 
up and our merchant marine is no exception. However, a large portion of the 
increased cost is caused by an increase in the number of lines and the number of 
subsidized voyages in addition to an increase in the differential between United 
States and foreign costs. In fact, we are now paying back bills. 

As we consider the cost of operating subsidies, it is necessary also to evaluate the 
degree to which our national maritime policy has reached its modest objective of 4 
merchant fleet capable of carrying at least half of our own foreign commerce 
Actually, we are carrying about 28 percent of our commercial import and export 
dry cargo trade. 
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Unsatisfactory as that percentage may be compared with the 72 percent carried 
on foreign vessels, it may not actually be disastrous to our industrial and agricul- 
tural economies as long as most of the world’s foreign trace is generated in our 
country. However, such depencence on foreign ships can be very costly when 
other nations have expanded their procuction of agricultural and industrial com- 
modities to the point where national interest dictates that their own products be 
favored in competition for foreign markets. 

The specific amount requested for the payment of operating differential sub- 
sidies for fiscal 1956 is $115 million. The House of Representatives has recuced 
the amount requested by $25, Cespite the admonition of the Senate in reporting 
on the supplemental for fiscal 1955 that “Congress should not take any action to 
abridge the payments due by failure to proviee the funds fully to satisfy debts 
as promptly as payments can prudently be mace.” 

[t is not necessary to present a Cetailed justification for the amount requested 
The details concerning that have been capa’ ly presented by the Maritime Ac min- 
istration. Nor is it necessary to present extensive argument in support of an 
adequate Merchant Marine and the need for operating sutsicies. . Surely the 
record is a’equate to convince the most skeptical person of the inherent wisdom, 
vital necessity and, in fact, economy of our maritime policy. 

Unfortunately, the Congress has displaved a reluetace to honor in full the 
obligations which it authorized the Feceral Maritime Board to uncertake in the 
long-term operating subsidy contracts negotiated uncer the provisions of title VI 
of the 1936 act. Continuance of such delay only postpones the inevitable for the 
United States will eventually meet its contractual obligations. 

But this is small comfort for the steamship line forced to borrow money to meet 
operating expenses and to pay substantial interest while the Government Celays 
in making its proper payments. This inequita' le situation was never intended. 
It is not sound and should not be permitte? to continue. 

The Maritime Administration has made commendable progress in eliminating 
most of the backlog in rate determination. It should now be given the funds 
necessary to become as current in its payments as is possible, and thus operate 
on a reasonable business-like hasis. There is no dispute about these payments. 
They are fully authorized. They are due and payable and we trust that your 
committee will recommend the full amount requested for operating-differential 
suhsidy payments. 

The prompt payment of Government obligations while always desirable is 
particularly important at a time when our member lines are considering the 
problems of vessel replacement. 

Our organization has recently, at the request of Mr. L. S. Rothschild, prepared 
an extensive report on the problems involved in a ship replacement program 
which is estimated to cost our 15 steamship lines approximately $1.6 billion. 
This is in addition to Government construction subsidy designed to aid the 
shipbuilding industry. 

Government has recently insisted on a policy of private financing of ship 
construction. This makes it all the more necessary that it assure the financial 
stability of the lines by prompt remittance of operating subsidy payments. 
Delavs not only discourage the operator from entering into extensive commitments 
but they are a substantial impediment to private financing which is already 
a problem. 

Aside from the contractual considerations, Congress should also weigh the 
returns to the Treasury originating in the maritime industry. These result from 
corporation income taxes paid by the lines and their suppliers including shipyards 
in addition to income taxes from 75,000 seamen, 85,000 longshoremen, 100,000 
ship construction and repair workers and the many, many thousands engaged in 
allied occupations. 

The total tax income to the Federal Government far exceeds the cost of this 
subsidy program. In addition, the Nation has gained a strong merchant marine 
which is an essential part of our economy and of our defense. 

Robert B. Murray, Jr., when he was Undersecretary of Commerce for Trans- 
portation, called attention to United States Treasury receipts generated by the 
operating subsidy program. Analyzing operating differential subsidy costs from 
1947 through 1953, he found that the net Government outlay was reduced from 
$54.8 million to $28.9 million per year, after Government recapture receipts 
were estimated and corporation taxes paid by the lines were deducted. 

“Ou: basic national maritime policy is sound,’’ was the conclusion of the Report 
on Maritime Subsidy Policy prepared by the Commerce Department in April, 
1954. It is sound because it was arrived at slowly and after careful deliberation 
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preceding the adoption of the Merchant Marine Act of 1936. In the intervening 
years it has been reviewed and reviewed, and the conclusion is always the same. 
But one of the principal objectives of the act—to achieve stability in an industry 
which had been plagued with violent fluetuation—can be frustrated unless there js 
greater stability in the appropriations necessary to implement the act. Such sta- 
bility will enable the steamship lines to make long-range plans with courage and 
confidence. 

The President’s budget contained a language provision to the effect that ‘no 
contracts shall be executed during the current fiscal year by the Federal Maritime 
Board which will obligate the Government to pay operating differential subsidies 
on more than 1,847 voyages in any one calendar year, etc., etc.’”’ Subsequently 
Maritime requested that this limitation be changed from 1,847 to 2,000 voyages. 
The House retained the number of voyages as 1,847 and added a further proviso 
that ‘‘not less than 112 shall be for operators who have not held contracts prior to 
July 1, 1955.” 

The change of language in the 1956 Appropriations Act represents a new concept 
of voyage limitation. It is, in fact, an amendment to the Merchant Marine Act of 
1936 since it limits the contracting power of the Federal Maritime Board to a 
specified number of voyages. Section 603 (a) of the 1936 act authorizes the Mari- 
time Commission, now the Federal Maritime Board, to enter into contracts for the 
payment of operating differential subsidies for the operation of American-flag 
vessels on essential foreign trade routes for a period not exceeding 20 years. 

It is our contention that any limitation which is to be imposed on the authority 
of the Federal Maritime Board should have the most careful consideration by the 
Congress. Limitations of this type which stem from a desire to control costs, fail 
to give consideration to the broader objectives of the basic legislation. Although 
the Maritime Administration supported a limitation of 2,000 voyages, we seriously 
believe that such a limitation is undesirable, that it is destructive of the basic 
stability and long-range contracting authority established in the act. Further, 
we believe that Maritime Administration support of such a limitation is incon- 
consistent with the basic responsibilities delegated to the Maritime Administration 
in the Declaration of Policy, section 101 of the Merchant Marine Act of 1936. 

It may well be that normal economic forces will, of themselves, provide a more 
effective brake upon rising subsidy costs than is possible by this type of limitation 
Our hope is that the gap between American and foreign wage costs will be narrowed 
as foreign wages respond to inflationary trends. 

The maritime industry has, in the past, consistently opposed the voyage limita- 
tion of the type found in the 1955 appropriation. This was a simple provision as 
follows: ‘‘Provided further: That no part of the foregoing appropriation shall be 
available for the payment of an operating differential subsidy for any number of 
voyages during the current fiscal year in excess of 1,600.’ We objected to this 
appropriation language. We sincerely believed that it was not wise and in some 
respects impractical. If it had any merit, however, over the new proposed 
language it is that its effects were confined to a single fiscal year. To that extent 
only it is less undesirable than is the proposed contract limitation. 

We recognize that despite our objections which we believe to be well-founded, 
the Congress may, in its wisdom, decide that some form of limitation on the con- 
tracting authority of the Federal Maritime Board is necessary. In this event, we 
point out that the 1,847 voyage limitation imposes a severe and inequitable handi- 
cap on those operators now holding contracts who have submitted applications for 
additional voyages which are now pending before the Board. In some cases these 
lines have been encouraged to make substantial commitments based upon the 
anticipation that their applications would receive favorable action. To prevent 
hardship to our lines, it would be necessary to add 66 voyages to the contract 
limitation in the House version, making a total of 1,913 voyages of which 112 are 
set aside for operators not holding contracts as of July 1, 1955. 

In view of our commitments for the mutual defense of the free world and our 
Own national dependence upon foreign trade, we must insure the maintenance of 
a strong American flag merchant fleet. Adequate appropriations to maintain this 
fleet and to meet the Government’s contract obligations are an investment in the 
solvency and security of our Nation. 
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COMMITTEE OF AMERICAN STEAMSHIP LINES 


Mr. Purpon. The Committee of American Steamship Lines has in 
its membership 15 of the 16 lines operating under operating differential 
subsidy contracts with the Government. That means that last year 
we operated the fleet of 281 vessels in that manner. 

We appreciate the recognition by this committee that the operating 
differential subsidies are a contractual obligation and that they are a 
long term contractual obligation, because when the act was originally 
dratted, it was drafted to permit long-term contracts in order to level 
out the very violent fluctuations in the industry. 


EFFECT OF HOUSE ACTION 


The effect of the House action on the fiscal 1956 appropriation, 
combined with their previous action on the supplemental, is to create 
a deficit in effect of $35 million, so that the Maritime Administration, 
which had made very, very substantial strides in eliminating backlog of 
great determination so that it can become reasonably current is now 
at a stage where its efforts to become current are frustrated by the 
failure of the Congress to become equally current. 

We appreciate, Mr. Chairman, that the Senate has in effect admon- 
ished the House against delaying these payments. 

Senator HoLuanp. For the record, | want to make it clear that the 
Senate does not admonish its sister body at all. We just take our own 
position. 

We recognize the complete right of the House to take their own 
position. 

We have taken our position rather clearly in this field and I hope 
we will continue to maintain it. 

Mr. Purpon. I will withdraw the word “admonish” and say that 
you gave them most excellent advice. 

What we are faced with is that again in the fiscal year 1956, Mari- 
time is going to run out of money, and these lines which mane already 
expe .nded these mone ys in operating their ships have to go to the banks 
and borrow money again for their operating cash. They, of course, 
have to pay interest on the money they borrow which makes this op- 
eration more costly than it should be. Now, sir, these delays in 
making operating payments are especially difficult at this time because 
my own organization has just been working with the Administration 
and we have just testified before the House Merchant Marine Com- 
mittee on the requirements of vessel replacement. 


COST OF VESSEL REPLACEMENT 


The cost of vessel re plac ement to these lines alone in the next few 
years:is $1,600 million. That is the cost to us, not the cost to the 
Government. 

The Administration policy is that that should be privately financed, 
and we have made diligent efforts to carry out that policy and to 
obtain our financing in the private money market, but our inability 
to collect when our vouchers are due and payable is a very substantial 
impediment to private financing because the private lenders are not 
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interested in what the Government owes you. They are interested in 
what you have, so that we are finding that a great problem at the 
moment. 

Senator Haypen. Might I ask a question, Mr. Chairman? 

Senator HOLLAND. Senator Hayden. 

Senator Haypen. There is no question but what you do ultimately 
get paid? 

Mr. Purpon. Yes, sir. 

Senator Haypren. Then so far as the Congress is concerned, the 
neglect to meet an obligation merely postpones the time when the 
money will be paid out of the Treasury. In the meantime you are 
paying interest. 

Mr. Purpon. Yes, sir. 

Senator Haypen. That is about all there is to it. 

Senator HoLLanp. That operates as a material addition to their 
operating costs. 

Senator Haypen. There is no question about that, but what I am 
getting at is can anyone say to any taxpayer that any money is being 
saved by the delay, as far as the taxpayer is concerned? 

Mr. Purvon. Senator Hayden, I do not think anybody could make 
the contention. On the contrary, it might cost the taxpayers some 
money for the delay because, sir, as we have to pay interest on these 
moneys we borrow, and Senator Holland will remember one specific 
instance where the amount was $14 million. 

Now, in the year that is a substantial cost, sir. 


RECAPTURE POSITION 


As we pay interest, we reduce our profit level and as we reduce our 
profit level it makes it impossible for us to move into a recapture 
position, a position we would like to be in, sir; because when we are 
in a@ recapture position we are paying back to the Government 50 
percent of all our profits in excess of that point up to the full amount 
of the subsidy. 

There have been years and there have been lines and there have 
been periods when lines have paid back all their subsidy. 

There were periods when the industry as a whole paid back better 
than two-thirds. 

Now we are in the period where business is off, the competition is 
keener and we are not able to pay back as much, but we want to be 
in that position. 

Senator Hottanp. And whenever you pay out unnecessary funds 
in interest rates, you reduce your capacity to reach the stage where 
you begin to pay back to Government under the recapture provision 
some of the subsidies which you received? 

Mr. Purpon. Absolutely. 

Senator HoLLtanpb. So that the Government is hurting itself when 
it withholds prompt payment of the operations you are furnishing? 

Mr. Purpon. Yes, sir. 

Senator Haypren. Then it is deceptive so far as the taxpayer is 
concerned not to make prompt appropriations. 

Senator HoLianp. Exactly. 

Thank you very much. 
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STATEMENT OF RALPH B. DEWEY 


PREPARED STATEMENT 


Senator HoLLanpb. | understand that there is one additional 
witness in this field who simply wants to file a statement, Mr. Ralph 
B. Dewey, Washington representative of the Pacific American Steam 
Association. Is that correct? 

Mr. Dewry. That is correct. 

Senator HoLLtanpb. Do you have a statement which you want to file? 

Mr. Dewey. Yes, sir; I do. 

Senator HOLLAND. It will be included in the record. 

Thank you very much. 

(The statement referred to follows:) 

STATEMENT OF Ratpuo B. Dewey, Paciric AMERICAN STEAMSHIP ASSOCIATION 
on H. R. 6367, DrrpARTMENT OF COMMERCE APPROPRIATIONS, 1956: 
MARITIME ADMINISTRATION 


The Pacific American Steamship Association has in its membership the majority 
of American-flag ship operators on the Pacific coast. We take this opportunity 
to submit our views on certain maritime items in this vear’s Commerce appropri- 
ations bill and respectfully request that these views be made a part of the printed 
record. 

OPERATING-DIFFERENTIAL SUBSIDIES 


The House-passed version of H. R. 6367 made a $25 million cut from the budget 
estimate of $115 million for the payment of obligations under the operating- 
subsidy program. The House committee in justifying this cut said: “It is 
believed that close scrutiny should be given to employment practices and similar 
cost factors of subsidized lines in order that future payments may be reduced to 
a minimum.” 

The matter of employment practices in the maritime industry is a product of 
many years of collective bargaining. Whether or not the present level of wages 
is too high is a matter which is receiving the most careful scrutiny of the House 
Merchant Marine and Fisheries Committee. The House committee is even 
now engaged in 15 days of executive session hearings with the maritime leaders 
of the country, both union and management, to be followed by open hearings, to 
attempt to learn more about maritime labor with the end in view of protecting 
the Government’s interest in the matter. Since this matter has the attention 
of the entire Merchant Marine and Fisheries Committee for the next several 
months, it would seem that Appropriations Committee might possibly want to 
await the outcome of these proceedings before making drastic cuts in the funds 
necessary to pay the present Government obligations under the contracts. 

In regard to ‘‘other cost factors,” it is worthy of note that the expenses of sub- 
sidized lines and the accounting for ali company funds is the subject of very close 
supervision at all times by Maritime Administration auditors in the field and in 
Washington. The House committee in admonishing subsidized lines to give 
“close scrutiny to * * * other cost factors’? undoubtedly had in mind greater 
vigilance to keep all expenses to a minimum, which is of utmost necessity. How- 
ever, it should in fairness be stated that the subsidized lines are already under this 
kind of discipline, both by corporate necessity and by contractual obligation. 


CONSTRUCTION SUBSIDY 


We are extremely pleased that the House committee left intact funds for con- 
struction subsidies for the pending programs for fleet replacement and im»prove- 
ment by American companies. I have particular reference to American Pr :<ident 
Line’s construction of 2 combination cargo-passenger ships for use in round-the- 
world service, American President Line’s program to replace 5 cargo ships and 
American President Line’s plans for reconditioning the steamship President 
Cleveland and steamship President Wilson, as well as Oceanic Steamship Co.’s 
planned conversion of 2 Mariners for use in the Australia service as passenger- 
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eargo ships. The courageous commitments by two of the oldest and finest 
shipping firms in the Nation to proceed toward fleet replacement and augmenta- 
tion, merits the respect of all of us who recognize today’s maritime uncertainty 
and certainly deserves the support of the Appropriations Committees of the 
Congress. 


VOYAGE LIMITATION 


The House committee reduced from 2,000 to 1,847 the number of voyages whic! 
Maritime Administration would be permitted to contract for under the 1956 
appropriations. In previous years the limitations have been keyed in with the 
number of voyages which Maritime would be permitted to pay for in the appro- 
priations vear. Our purpose, however, is not to discuss the method of impk 
menting the restriction, or whether 2,000 or 1,847 is the proper amount to provid 
for in the next appropriations vear. In our view, the question of whether or not 
there are too many voyages can best be answered by answering the question as to 
whether or not the goal of the Merchant Marine Act is being achieved. That is. 
whether a substantial portion of our cargoes go on United States vessels. In this 
regard, it may be of interest to the members that at the present time American 
cargo line vessels are carrying only 16 percent of our foreign trade commercial 
eargoes. On some liner routes a “substantial portion’? of our foreign commerce 
is carried in United States ships. On others, it is only a fraction or none at all 
To put a limitation on the number of vovages that Maritime can contract for 
especially in inadequately serviced trade routes, is to frustrate the goal of the 
Merchant Marine Act. 


VESSEL OPERATING REVOLVING FUND 


The restoration of the use of a revolving fund to meet operating contingencies 
is one which has broad support in both the House and Senate Merchant Marine 
Committees. Language was submitted in the 1956 budget estimates whieh would 
permit the Maritime Administration to reinstate such a revolving fund into whi 
would be paid revenues from certain stipulated sources. It was deleted by the 
House committee, but should be restored by the Senate \ppropriations Com 
mittee. The expenditures under this fund should of course have annual approval 


by the Appropriations Committees. whic 
the 1 
LIMITATION OF JUST COMPENSATION state 


Our industry respectfully protests the inclusion of the clause in this vear’s 
appropriations act, as we have similarly done with similar clauses in the past, 
which limit the amount of just compensation payable for Government purchase, 
or requisition of merchant vessels. The Merchant Marine Act under section 902 
provides for judicial review if the compensation paid by the Maritime Administra- 
tion under section 902 is not aeceptable. The section in this and previous year's 

appropriations act, however, nullifies this authority by forbidding the Depart- OM: 

ment of Commerce to pay any compensation greater than just compensation under of la 

section 902 (a), as that subsection is interpreted by the General Accounting Office the | 

By reason of this clause, finality under just compensation resides in the General avilat 
Accounting Office rather than in the courts, a situation fraught with risk for the 
shipowner and one which does not add to the attractiveness of ships as an invest- 
ment, to say the least. Separate legislation is now pending before the Congress 
dealing with this matter and members of the Appropriations Committee are urged 

to look upon this matter as one of substantive legislation and to delete the section matt 

from the appropriations act. re = 

\ 
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Civin Arronavutics Boarp 
DECISIONS PUBLICATION 


STATEMENT OF ROBERT E. REDDING OF THE AVIATION LAW 
COMMITTEE, DISTRICT OF COLUMBIA BAR ASSOCIATION 


GENERAL STATEMENT 


Senator HoLLaNnp. Before we go to lunch, I am going to call on 
Mr. Robert E. Redding of the District of Columbia Bar Association on 
the CAB public ations of decisions. 

| announce at this time that we will resume at 1:30, so that we will 
vet through as quickly as possible this afternoon for the witnesses who 
are here for the Patent Office matters and Census and Panama Canal. 

| believe those are the only other private witnesses who are here. 
We will resume just as quickly as we can get back, which will be at 
1:30 on those matters. 

All right, Mr. Redding. 

Mir. Reppinac. | am appearing today, Mr. Chairman, on behalf of 
the District of Columbia Bar Association, and to my knowledge I be- 
lieve it is the first time that a representative of the local bar association 
has appeared in connection with CAB budgetary matters. 


PREPARED STATEMENT 


I have prepared and submitted to the committee a written statement 
which you have before you. I would request that that be received in 


the record, and I will merely highlight some of the points made in that 
statement. 

Senator HoLLanp. The full statement will be printed. 

(The statement referred to follows: ) 


STATEMENT OF RosperT E. REDDING ON BEHALF OF THE AVIATION LAW 
COMMITTEE OF THE District OF COLUMBIA BAR ASSOCIATION 


My name is Robert E. Redding. I am presently engaged in the private practice 
of law with offices at 1001 Connecticut Avenue NW., Washington, D.C. In 
the last 3 years a considerable portion of my time has been spent on behalf of 
aviation clients before the Civil Aeronautics Board. 

At the present time there is no established association of Civil Aeronautics 
Board practitioners although moves are currently underway to form such an 
association. The District of Columbia Bar Association, however, has an aviation 
law committee which has been quite active this year in dealing with a number of 
matters relating to the practice of law before the Civil Aeronautics Board and 
related agencies. 

During this vear I have served as the chairman of a subcommittee of the said 
aviation law committee, dealing with the availability and quality of Civil Aero- 
nautics Board decisions and related digests. The purpose of my appearance 
before you today is to explain the relationship between the Board’s budget for 
the fiseal year 1956 and this problem. 

The background of this problem is largely set out in the copies of correspondence 
attached hereto between my subcommittee and the Board. Also attached is a 
copy of a letter, dated May 13, 1955, sent to Senator Hayden by Mr. Charles B. 
Murray, president of the District of Columbia Bar Association. I have no inten- 
tion of repeating in my remarks today the factual information contained in the 
foregoing correspondence and shall only highlight briefly the matters discussed 
therein. 

Suffice it to say the District of Columbia Bar Association is seriously concerned 
about a substantial backlog which exists in connection with the printing of CAB 
decisions. A 5-year lag exists in the publication of Civil Aeronautics Board 
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economic decisions in bound-volume form, whereas the Board is 12 years behind 
in publishing its safety decisions in such form. Two of the Board’s published 
reports are no longer available for purchase at all. 

It may well be that several Federal administrative agencies are also confronted 
with this publication backlog. I think I hardly need emphasize the extren,y 
importance of the ready availability of agency decisions, not only to the privat; 
practitioners in these fields but also to the agency hearing examiners, opinio: 
writing staff, agency counsel, General Counsel’s staff, and Members’ offices 
Indeed, an up-to-date printing of agency decisions is also important to the judicia| 
review function by our Federal courts. 

It will also be noted from the attached correspondence that considerable e1 
phasis is placed upon the absence of adequate digests of Civil Aeronautics Board 
decisions. In fact, it is submitted that the ready availability of adequate case 
digests is of equal, if not greater, importance to all lawyers having occasion to dea] 
with Civil Aeronautics Board problems. 

Each of the bound volumes of CAB decisions contains an index-digest of al] 
opinions contained therein. The committee may be surprised to learn, however, 
that the Civil Aeronautics Board has prepared no digest of any of its countless 
decisions during the last 5 years. Certainly, none has been made available to the 
private practitioners and it is believed that none exists for intra-agency use. 
It is true that Commerce Clearing House, Ine. has available an aviation law 
service. The limited circulation of this service, however, tends to discourage the 
compilation of an adequate digest and relatively few practicing lawyers place 
much reliance on this service for such purpose. 

Furthermore, the Board continually adopts orders, as distinguished from 
opinions, which also have the force of precedent. No digest of such Board orders 
has ever been undertaken by any governmental or private concern since the 
inception of the Board more than 15 years ago. An example of a Board order 
containing extensive policy discussions and findings of law in the area of exemp- 
tions is Order No. E—9917, adopted on April 20, 1955, a copy of which is attached 
hereto. Without a digest of this order it is apparent that later reference thereto 
by any lawyer must depend on sheer recollection. 

I would like to state that the Board is familiar with all these matters and is 
sympathetic to the views expressed by members of the bar through my subcom- 
mittee. We, in turn, appreciate the Board’s problems of obtaining both adequate 
funds and personnel to cope with this situation. Nonetheless, the District of 
Columbia Bar Association feels strongly that remedial measures should be under- 
taken as soon as possible. 

My subcommittee will, of course, continue to cooperate as closely as possibit 
with the Board in a continuing review of these problems. It is apparent, however, 
that any progress at all toward our objectives is dependent to an important degre 
on the authorization of sufficient funds to enable the Board (1) to hecome more 
current in the publication of its decisions, and (2) to undertake the establishment 
of a digest svstem either with its own personnel or by contract with a private 
concern. We urge vour careful consideration of this question and trust that such 
funds may be authorized by the Congress for the Board’s 1956 fiscal vear. 

My subcommittee regrets that it was unable to ervstalize its views on 
problem in time to present them before the Appropriations Committee of the 
House of Representatives in connection with the Board’s 1956 budget. We trust, 
however, that you gentlemen will appreciate the significance of these matters 11 
expediting the disposition of Civil Aeronantics Board proceedings, an objectiv 
generally endorsed for all administrative agencies by the President’s Conference 
on Administrative Procedure. 

Respectfully submitted. 

Rospert EF. REDDING, Chairman. 


Aprit 22, 1955. 
Mr. Ross Rizuey, 
Chairman, Civil Aeronautics Board, 
Washington, D. C. 

Dear Mr. Riziry: I am a member of the air Jaw committee of the District of 
Columbia Bar Association and also practice regularly before the Civil Aeronautics 
Board. In connection with the work of this committee I have been assigned 4 
project relating to possible improvements in the compilations and digest of CAB 
determinations and the form of its opinions. In May 1952 this matter was called 
to the attention of Mr. Donald Nyrop, then Chairman of the Board, a copy of 
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such letter being attached hereto. Mr. Nyrop’s reply to the then chairman of the 
air law committee is also attached hereto. 

You will note from the enclosed correspondence that several areas of improve- 
ment were suggested which would be of mutual benefit to the attorneys practicing 
before the Board as well as to the Board and its staff. It was suggested that a 
conference be convened for the purpose of discussing such matters which proposal 
was accepted in Mr. Nyrop’s letter of May 21, 1952. 

Many of the matters discussed in the earlier exchange of letters are still of 
econeern to the air law committee. It is our belief that consideration could 
probably be given to such matters as the more current publication of CAB 
decisions, the development of adequate digests and case headnotes, and the practice 
of stating some policy determinations in Board orders rather than in its published 
opinions. Accordingly, the committee would like to propose that a preliminary 
conference in regard to such matters be scheduled at your earliest convenience, 
to be attended by members of the committee and such Board representatives as 
you deem desirable. 

* In conclusion, it is fully appreciated that the Board and its staff is fully absorbed 
in the regulatory problems affecting the airline industry. It is submitted, however, 
that a discussion of the type contemplated by the air law committee would be 
consistent with the objectives of the President’s Conference on Administrative 
Procedure and could readily facilitate the improvement of legal presentations 
in CAB proceedings. 

Sincerely yours, 
Ropert E. Reppina. 
Inelosures. 
May 5, 1952. 
Mr. Donatp W. NyRkop, 
Chairman, Civil Aeronautics Board, 
Washington, D. C. 


DraR Mr. CuatrMan: The air law committee of the District of Columbia 
sar Association was originally formulated to promote the sound development of 

ation law and further the administration of justice. The committee would 
like to eall your attention to and ask your assistance in resolving a general prob- 
lem which is assuming increasing importance to attorneys, particularly those 
practicing before the Board and possi ly those attached to the Board’s staff 

lt is generally recognized that the effectiveness of a lawver’s consideration of 
a particular problem depends in large part on the ready availability of compila- 
tions and timesaving digests of adjudicatory and rulemaking determinations in 
his particular field. This is true not only for a lawyer presenting a case before 
a court or administrative tribunal but also for the staff lawyer responsible for 
advising his judge or the members of his ageney on both special and routine legal 
problems. It is the improved reporting of Civil Aeronautics Board decisions 
which the committee wishes to discuss herein. 

The Board follows the practice of publishing its economic and safety decisions 
in bound volumes, printed slip opinions, and mimeographed slip opinions. Index 
digests of such cases by subject matter may be found only in the bound volumes; 
such digests assume greater importance because of what the committee considers 
to be inadequate headnoting of individual decision. The CAB practitioner is 
handicapped by the fact that none of the Board’s economic decisions since Decem- 
ber 1948 have heen published in bound volumes together with digests thereof. 

Attention is called to the fact that the Interstate Commerce Commission has 
for years published a comprehensive digest of its own decisions which has been 
of inestimable value to practicing attorneys, staff lawyers, examiners, and Com- 
missioners themselves. 

I» addition, volume 5 of the Civil Aeronautics Board Reports is the last volume 
of safety decisions and digests thereof which has been published—none since June 
1943. Admittedly this type of proceeding is of relatively lesser importance to 
most practitioners; however, an up-to-date compilation of published decisions 
might well facilitate the disposition of such proceedings within the Board. 

It is true that Commerce Clearing House looseleaf service, known as the Avia- 
tion Law Reporter, is available (the only service on this subject) and contains 
either a digest or excerpts of selected Board decisions. This service is apparently 
not entirely satisfactory, however, in view of numerous complaints heard among 
the members of the bar. Although a better understanding of how to use the 
CCH service would undoubtedly increase its usefulness to many attorneys, its 
value is, nonetheless, restricted by a confusing group of four tables of cases, the 
main body of the report not generally including postwar decisions, and its distribu- 
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tion on a monthly basis in lieu of a previously used biweekly report. It is under. 
stood, however, that the Aviation Law Reporter is unprofitable to CCH because 
of the limited circulation and that there is, therefore, relatively little incentive to 
undergo additional expense to improve its quality. 

There is one further problem in this regard to call to your attention. The 
Board has historically followed the practice of issuing its substantive decisions jy 
opinion form and transacting the bulk of its business, usually routine in nature 
and predicated on policies and principles enunciated in its opinions, by use of 
orders without opinion. Except for a fairly recent practice of including some such 
orders, particularly in the mail rate field, the CAB reports are confined to Board 
opinions. Similarly, the CCH service analyzes only Board opinions and mail 
rate show cause orders. 

It has become increasingly evident to members of the aviation bar that th 
Board is tending more and more to announce policy determinations in its ‘‘orders,” 
none of which are published or digested in CAB reports or aviation reports. For 
example, the Board’s views on the declaratory order technique and also on the 
applicability of the Ashbacker doctrine were recently published in order form 
(O. S. N. E-6242, issued March 21, 1952, and O. 8S. N. E-6235, issued March 20, 
1952, respectively). 

It is absolutely vital that lawyers dealing with matters pending before the Civil 
Aeronauties Board have ready access to Board decisions. In this period of in- 
creasing efforts of the Board to dispose of its case workload the aviation attorney 
is at a serious disadvantage by not having readily available the research aids 
provided for other fields of law. 

The committee believes that the Board should be apprised of these problems 
and would like to suggest that a meeting attended by committee, Board, and 
Commerce Clearing House representatives be convened for the purpose of seeking 
alleviation of the difficulties discussed herein. Such an approach, the committee 
feels, would facilitate the dispatch of the Board’s business and better serve the 
ends of justice. 

Sincerely yours, 
JAMES FRANcIsS REILLY, 
Chairman, Aviation Law Committee, 
of the Bar Association of the District of Columbia. 


Ss 


May 21, 1952. 
JAMES Francis ReEtuiy, Esq., 
Washington, D. C. 

Dear Mr. Retuiy: This is in response to your letter of May 5, 1952, calling 
the Board’s attention to certain problems experienced by the bar practicing before 
the Board in connection with the index-digesting of the Board’s opinions and 
orders, and the publication of such opinions and orders. The Board is gratified 
by the interest shown by your committee in these matters and the suggested 
cooperation in considering possible improvements in the situation. 

The Board and its staff have for some time been aware of the existence of 
problems of the nature to which vou refer, having experienced in their own work 
some of the very problems which vou mention. On several occasions in the past, 
efforts to meet this problem, in part at least, have been initiated within the Board 
and preliminary work has been undertaken, particularly in the Offices of General 
Counsel and hearing examiners. However, unfortunately the press of the day- 
to-day work of the Board has always served to prevent the carrying forward of 
such projects bevond preliminary stages. Recognizing that there mav well be 
areas in which improvement in the situation is desirable, the Board today is still 
faced with a staffing problem which requires careful consideration of priorities in 
its work and limits the manpower which can be devoted to solution of these 
problems. This is true even though we recognize that in the long run efforts 
might well contribute to the overall efficiensy of the Board in processing its work- 
load. The Board certainly desires, however, to consider carefully any suggestions 
you may have which might lead to improvement in the situation, both from the 
standpoint of the persons having business with the Board and of the work of the 
Board and its staff. We would also welcome the participation of representatives 
of the Commerce Clearing House in view of their publication of an aviation law 
service, 

With yvour permission, I would like to suggest, however, that the most prac- 
ticable way of attacking this problem is for your committee to meet with the 
General Counsel of the Board, the Chief Hearing Examiner, and such other mem- 
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bers of the Board’s staff as they may designate. We believe that such a meeting 
could explore the problems which you desire to raise and the solutions which you 
may have to suggest, and at the same time would enable the Board’s staff to 
provide you with information and comments from the Board’s standpoint. It 
is believed that such a meeting would lay the foundation for recommendations 
as to sound and practicable action in relation to the problems which you raise. 
Such a meeting might submit, to the extent that agreement was reached, joint 
recommendations to the Board for action and in areas where agreement could 
not be reached, the respective views of your committee and of the staff could be 
made known to the Board. At some stage it might be appropriate also to obtain 
the comments of the aviation industry generally with respect to any recommended 
actions, in order that any steps taken by the Board would produce the greatest 
possible benefit. 

I trust that the foregoing will prove agreeable to vou and your committee 
since this will, I believe, prove a more effective way of progressing with consider- 
ation of these matters than would an initial meeting with the Board itself. This 
js particularly true since I am sure the members of the Board are already fully 
aware of the importance of the matters to which vou refer, and since the feasibil- 
ity of specific actions will in any event have to be explored initially by the Board’s 
staff. At a later date, perhaps, after definitive proposals have been formulated, 
arrangements for a meeting with the Board itself could be made if that were 
deemed useful. 

In order to go forward with this matter, I have requested Mr. Nunneley to 
communicate directly with you for the purpose of arranging a convenient meet- 
ing date. I am sure that you will find our staff anxious to cooperate with you to 
the fullest extent possible in arriving at any feasible improvement in the situation, 
since I know that they have themselves been concerned with these problems. 

Sincerely yours, 
Donatp W. Nyrop, Chairman. 


Bar AssociaATION OF THE District OF COLUMBIA, 
Washington, D. C., May 13, 1955, 
Senator Cart HAYDEN, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. C. 

DraR Sir: The aviation law committee of the District of Columbia Bar 
Association was originally created to promote the sound development of aviation 
law and further the administration of justice. This committee has been actively 
engaged during the present year in a number of projects related to the above 
objectives. One of the matters under consideration related to the availability of 
Civil Aeronautics Board decisions and accompanying digests to counsel for 
various segments of the aviation industry and interested civie parties. Of equal 
importance is the availability of these working tools to the Board’s hearing 
examiners, opinion writing division, agency counsel, General Counsel’s staff, and 
the members’ offices as well as the Federal courts. This letter is being written to 
you, therefore, because of the relationship between the Civil Aeronautics Board’s 
pending budget for 1956 and this particular problem. 

The Board follows the practice of publishing its immediate decisions in mimeo- 
graphed form which are readily available to all interested parties. These opinions 
are subsequently printed in slip opinion form, the size and paging of which conform 
to the bound volumes of CAB reports which are ultimately published. 

To date, 11 bound volumes of Board decisions have been published, except 
that the supply of volumes 2 and 3 has been exhausted at the Government Printing 
Office. Furthermore, volume 11 contains Board decisions only through August 
1950. The slip opinions described above have been printed only through May 
1952. Thus, it is apparent that a 5-year lag exists in regard to the publication of 
bound volumes and a 3-year lag exists in regard to the slip opinions. By contrast, 
the Tax Court of the United States, for example, has published its bound volumes 
of reports covering decisions through March 1954. Furthermore, only 1 of the 
Board’s 11 bound volumes contains so-called safety decisions, covering only the 
period through June 1943, and no volumes or slip opinions are available on this 
subject. Consequently, this publigation backlog has become of increasing con- 
cern to the practitioners before the Board, and, it is understood, to the Board and 
its legal staff. 

In addition to the problem affecting the general availability of Board decisions 
such difficulty is aggravated by the unavailability of digests of CAB decisions. 
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Thus, although the Board follows a practice of incorporating an index-digest in 
each of its published volumes, no such Board digest is available for any decisions 
promulgated since August 8, 1950. In addition, no comprehensive digest has ever 
been undertaken by the Board or any private concern of its opinions and orders 
which, if available, would be of inestimable value to lawyers practicing before the 
Board, the Board’s staff, and the judiciary. 

The 38-year lag on slip opinions is disadvantageous because of the Board’s 
practice of attaching thereto copies of initial decisions rendered by the hearing 
examiners. Such initial decisions are normally in short supply and do not become 
widely available until such slip opinions are published. 

These and several related matters have been recently discussed by Board 
representatives and members of the aviation law committee. The committee 
fully appreciates the fact that this situation is primarily the result of the Board’s 
budgetary limitations on printing and a shortage of qualified staff members who 
could he spared from their regular duties to complete the necessary index-digests 

The aviation law committee has been advised by Mr. Ross Rizleyv, chairmar 
of the Civil Aeronautics Board, that if the Board’s 1956 budget estimates, as 
presented to the Congress, are approved it wield be possible for the Board to 
become more current in these fields of endeavor. The District of Columbia Bar 
Association, on behalf of its members interested in this problem, endorses strong] 
such request and trusts that the Appropriations Committee will give this problen 
serious and careful consideration. 

There can be no doubt that the improved availability of CAB decisions and 
related digests could contribute substantially to the more expeditious handling 
of CAB cases, an objective generally endorsed for all administrative agencies 
by the President’s Conference on Administrative Procedure 

Respectfully yours, 
CHARLES B. Murray, President. 


PUBLICATION OF CAB DECISIONS 


Senator Hottanp. As I understand it, vou are anxious to bring 
nearer to date the publication of CAB decisions? 

Mr. Reppine. That is correct, and my committee, the law com- 
mittee of the District of Columbia Bar Association, has been working 
on that for the last year. 

Senator HoLtuanp. To point up your statement, how far behind are 
the printed official decisions at this time? 

Mr. Reppine. The Board has published 11 bound volumes of 
reports. The latest report concerning economic type cases is volume 
No. 11, which contains cases through August 1950. 

The Board also promulgates safety type decisions. The last de- 
cisions promulgated by the Board in that area are contained in volume 
No. 5 through June of 1943. 

Consequently, it appears that the economic decisions are 5 years 
behind in terms of the bound volumes, whereas the safety decisions 
are 12 years behind. 


PUBLICATION BY PRIVATE CONCERN 


Senator HoLianp. Let me ask a question. 

Is there any commercial service that prints these decisions or makes 
them available to you more seasonably than this official print which 
you have mentioned? 

Mr. Reppina. There is an Aviation Law Reporter published by a 
loose-leaf concern commercial clearing house, Senator. That par- 
ticular service furnishes, in additioneto all the CAB regulations, 
excerpts from certain Board opinions and in addition furnishes a 
digest of collected cases. 
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However, they do not follow the practice of publishing, as is true 
in other fields—such as taxation—the decisions published by the 
Board. 

Senator Hotianp. In other words, it is a matter of excerpts and 
analyses and a choice by some editorial agent somewhere of what he 
thinks is most worthy of calling to the attention of the profession 
which is handling this particular field? 

Mr. Repprina. That is true. 

Senator HoLianp. There is no commercial print that covers the 
same ground as the formal official prints? 

Mr. Reppina. There is not, sir. The Board follows the practice 
of publishing decisions since August of 1950 in what we lawyers refer to 
as the slip opinion form. However, those particular publications are 
current only through 1951. 

Finally, the decisions rendered since that date are published by the 
Board in what we call the green mimeograph form, and are readily 
available to the general public. 

The Board’s basic problem, as I am sure you know, has been a 
combination of shortage of funds in this area as well as a lack of staff 
for the purpose of pulling these volumes together. 

I understand that they submitted to you in an open session a figure 
of some $24,000 applicable to the fiscal 1956 budget which would 
enable them to publish volumes 12, 13, 14, and 15, which would 
then enable the bar as well as the Board to be current to the point 
of July 1952, in economic cases and May 1953 on safety cases. 

In order to bring all cases up to October 1954, there would be re- 
quired in addition some $60,000 of funds which, as I understand it, 
the Board has indicated might possibly be appropriated for fiscal 19: 57: 


SALES PRICES OF PUBLICATIONS 


Senator HoLLtanp. One of the questions I asked the witnesses 
from the Board was whether or not the sales prices of these reports 
to your profession covered the cost of the operation, and the state- 
ment was that they did not. 

Mr. Reppina. I am sure that is the case. This particular volume 

1, which I show you here, sells for $3.50. I do not think you would 
find very many members of my profession who would object to paying 
a higher price for those volumes if they were available. 

We feel that it is quite important ‘that the Board become more 
current in terms of publishing its decisions. 

Of almost equal importance is the problem of myself and other 
lawyers of presenting documents before the Board and other agencies 
and in preparing those documents to have readily available digests 
which may be used in highlighting a particular point. 

As you know, if I were to go before a court, I would have immediately 
available various volumes of Federal and State reporters in order to 
find the precedents. 

ABSENCE OF DIGESTS 


What is the case before the CAB? The only digests available are 
contained in the individual volumes. There is a digest in the rear of 
volume 11. The Board has never undertaken to prepare a master 
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digest of its own decisions, nor is there any Board digest available of 
its own decisions, during the last 5 vears. 

The CCH service does offer a digest of selected cases. I am sure 
they do their best in preparing those digests, but their circulation is 
limited, and they cannot afford to do a topnotch job. Although 
their service contains a lot of useful service, its digest is not satis- 
factory to most of the lawyers of my acquaintance. 

There is, further, no digest even by CCH of what I call Board 
orders as distinguished from opinions, and I have attached to my 
statement an example of that, Order E9117, adopted by the Board on 
April 20, 1955, ‘This particular order happened to affect a client of 
mine. Consequently T am familiar with it in a personal way. This 
is roughly a nine-page order, vou see, containing numerous footnotes 
on matters of law and policy applicable to the general area of the grant- 
ing of exemptions by the Board. 

Senator HoLLanp. Did you expect that to be also printed in the 
record or is that just for the information of the committee? 

Mr. Reppine. I have submitted that as an attachment to my 
statement, and would be elad to have it appear as a part of the record, 

Senator Hottanp. We will leave that to the clerk to determine as 
to whether it is going to appear, because of the length. 

Mr. Reppinc. The only reason I mention this is the fact that 
CAB orders frequently contain substantial policy language in matters 
of law which are not digested in any form by any governmental or 
private concern. 

Senator HoLtuaNnp. I think I understand the situation. 

What is the recommendation of your bar committee with reference 
to the item of cost at which these volumes will be made available? 
The price. 

Mr. Reppine. Mr. Chairman, as I understand it, that particular 
question of agency publications is under consideration in some fashion 
in other legislation. I am not prepared this morning to say just 
what that is, but I do know that that question is pending. It seems 
to me that we could not offer any recommendations to this committee 
on that point, and in all honesty, I must say that we have not focused 
on the question of what amounts should be charged for these par- 
ticular volumes. I would just say, in general, that our committee 
has cooperated this year very closely with the Board. They know 
our problem. They are in the process of trying to increase their 
own staff applicable to this function and we continue to meet with 
them. 

They are now in the process, for the first time for a number of vears, 
of placing headnotes on these cases. 

The Board is undertaking that program. 


TOTAL MEMBERS OF SPECIAL CAB BAR 


Senator HoLLAND. How many members are there of the special bar 
that practice before the CAB? 

Mr. Reppina. I would say, sir, that there are approximately 100 
attorneys who practice before the CAB. Although we do not now at 
the moment have a CAB bar association, moves are currently under- 
way to form such an association. 

The importance of this particular problem, I want to emphasize, 
not only goes to us as members of the bar coming before the agency 
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but likewise is of importance to the hearing examiners, the agency 
counsel, the General Counsel’s office, the opinion-writing divisions and 
the members’ offices themselves, and we have had two publications in 
this general field: The President’s Conference of Administrative 
Procedure and the Hoover Commission recently published a report, 
neither one of which treats this problem although they both refer to 
the importance of increased economy and efficiency and eliminating 
unnecessary delays. 

Our proposal is that if through our efforts, coupled with your efforts, 
the Board could become more current in its publications and if through 
some approach to the digesting problem we lawyers could have avail- 
able to us better facilities, we could substantially reduce the delays 
in these proceedings, and | think offer the Board in our own pleadings 
vreater volume of stare decisis and precedent matters than has 
heretofore been possible. 

Senator HoLLanpb. Thank vou very much. 


PREPARED STATEMENT 
| submit in the record at this time a written statement of Mr. 
William R. Ballard, adviser to the committee on patents of the 
National Association of Manufacturers. 

(The statement referred to follows:) 


STATEMENT OF WILLIAM R. BALLARD, ADVISER TO THE COMMITTEE ON PATENTS 
OF THE NATIONAL ASSOCIATION OF MANUFACTURERS, ON PATENT OFFICE 
NEEDS 


The National Association of Manufacturers is a voluntary organization of 
approximately 20,000 manufacturers, 83 percent of whose members have less 
than 500 employees each. It represents a cross section of American industry, 
including in our membership manufacturing companies of all sizes. 

The National Association of Manufacturers has consistently worked for 
economy in Government. Today, we urge a considerable percentage increase 
in the appropriation for the Patent Office. We believe we can make it clear 
that this is also an economy measure. 

As vou know, the law requires the Commissioner of Patents to report each year 
directly to Congress on the state of affairs in the Patent Office. The report for 
1954, recently made, shows the Office to be in critical condition and rapidly 
growing worse. It shows that the Office will need at least $15 million a year 
for the next few years, even if we ignore the proposed increase in salaries for 
personnel; as compared with $11,500,000 appropriated for the current year and 
$12 million provided in the present budget. Without going into details, I may 
illustrate the seriousness of the situation by saying that while the workload has 
been inereasing during the past 2 vears, the number of examiners has dropped 
from 688 to 610, while it should have been increased to 800 or 850 to take eare of 
the examination of patent applications plus some 50 to 100 for reclassification 
needs. These declines were forced by lack of sufficient funds in recent years. 


THE DANGER 


If the necessary funds are not provided, the result will be first, a rapid increase 
in the delay in issuing patents—a delay already much too great; and second, a 
rapid deterioration in the quality of the patents issued— their validity and accuracy 
of disclosure. 

Since the Government must economize in every possible way, it is fair to ask 
how really serious this result would be. 


THE PUBLIC INTEREST 


If it were the business of the Patent Office to sell a product, or to render a 
service to individuals dealing with it, the result, while obviously bad, could per- 
haps be endured for a while in the interest of economy. 
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But that is not what the Patent Office is doing. It is serving the public, and 
that is why the existing situation is of such grave importance. 

Well over a century ago, when the purpose of patents was still clear in the minds 
of those concerne d, C hief Justice Marshall stated it as clearly as this—he said 
of the patent: “It is the reward stipulated for the advantages derived by the 
public for the exertions of the individuals, and is intended as a stimulus to those 
exertions * * *” 

Our whole patent system is a plan for raising our standard of living by inducing 
those who can do it to make improvements in the useful arts, the inducemen 
being a brief control of the new improvement in each case. It is a plan for ge tting 
things from individuals (inventors, by offering a price (the patent) and for giving 
these things to the public (as the patents expire). It is a plan for harnessing the 
horsepower of self-interest to the cart of public benefit. 

This is clear from the words of the Constitution which says (art. I, sec. 8): 

“Congress shall have power * * to promote the progress of * * * useful 
ats by securing for limited times to * * * inventors the exclusive right to their 
respective * * * discoveries.”’ 

And the law says that anyone who invents a new improvement in the usefu 
arts may have a patent thereon, securing to him the right to exclude others fr 
practicing that improvement for 17 years, provided he fully discloses it so that 
anvone can use it thereafter (and if he complies with stipulated formalities). 

In this whole plan, the Patent Office is the machine set up to issue in appropriate 
cases, the reward offered by law for the public service rendered by the inventor 

Some otherwise well-informed people have the impression that the granting 
of patents is intended primarily for the benefit of inventors and their business 
backers. 

It is true that inventors and their backers do (sometimes) make money o a 
of their patents, and if it were not so, patents would be no inducement for them 
spend their time and money mé rking the improvements in the useful arts w hich 
raise our standard of living. But their benefit is strictly subordinate and inci- 
dental to the public benefit, for which the whole thing was devised—like the benefit 
of a paycheck to anyone who has done a public service. We do not create the job 
and hire the employee so that we may give hima paycheck. We do it because the 
public is to get a benefit. 

And the patent (with whatever profit it brings) is the paycheck to the inventor 
for doing the job of inventing and disclosing to the public something new and 
useful to it. 


Tee preeminence in the whole field of industry and our standard of living com- 
pared with that of years gone by, or with that in other countries today, shows 
that the plan of the authors of our Constitution works. 

Our patent svstem offers a better inducement to invention than that of any 
other leading country, because it gives a clean-cut 17-vear control of the new 
thing—no compulsory licensing, no working requirements, no maintenance taxes 
And statisties show that our citizens, under our svstem, outinvent the citizens of 
other countries, under their respective systems, by two to one or better on a per 
capita basis. 

If anvone doubts the value of the patent svstem to the public, he might well 

look again at the 1943 report of the National Patent Planning Commission. It 
was set up in 1941 expressly for the purpose of finding faults in the patent system; 
and it came up with such statements as these: 
‘a“The svstem has accomplished all that the framers of the Constitution in- 
tended. * * * it has * * * placed the United States far ahead of other coun- 
tries in the field of scientific and technological endeavor: * * * contributed to 
the achievement of the highest standard of living that any nation has ever en- 
joved; * * * contributed to the improvement of the public health and thi 
publie safety * * * 

‘* * * the American system is the best in the world * * *. The patent svs- 
tem is the foundation of American enterprise and has demonstrated its value over 
a period coextensive with the life of our Government.” 


THE PLAN WORKS 


EASY TO LOSE 


Our people have been enjoving the benefits described in the above quotation 
for so long that we are apt to take them for granted—to assume that they will 
automatically continue unless we repeal the patent law— which no one proposes 
to do. 
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But the patent law is not self-executing. It takes the machinery of the Patent 
Oflice to carry it into effect. We need only starve the Office a little more than 
we now are doing to put an end completely to the benefits from our patent system, 

There are some Government agencies, the support for which might be cut 50 
percent with only a corresponding 50 percent loss in benefits received. The 
Patent Office is not in that class. To try to do the Patent Office job halfway is 
to do it not at all. This is because its only purpose is to issue patents that will 
act as an inducement to the inventing of further improvements in the useful arts. 
If, for want of personnel or facilities, patents are too long delayed in issuing, or 
when issued, turn out to be generally of little or no protection to the inventor, the 
incentive of our patent system suddenly disappears. After that, the Office is 
completely worthless, and any money thereafter spent just to keep it going through 
the motions is wasted money. 


THE EFFECT OF DELAY AND POORLY PROCESSED PATENTS 


Large companies are less dependent on patents and are less hurt by delays in 
the Patent Office than are the small companies and individuals, because the large 
companies have a momentum, established markets, stable finances and long-range 
plans that carry them over. 

But there are thousands of individual inventors and small companies trying to 
vet started or to keep going, to whom the prompt securing of sound patents is 
vital. The patents are all that will enable them to get money for financing the 
business or to compete against the big companies. They work on a narrow time 
margin and a hand-to-mouth basis. 

In 1938, some 70 such individuals and small-business men came to Washington 
to protest to Congress against a proposed law (compulsory licensing) that would 
have degraded the value of patents to such people. Here are a few samples of 
their testimony. 

Mr. Srock. ‘‘We are making a better product, but if we did not have local 
patents we could not operate, * * *” 

Mr. Brapuey. “* * * our company has grown in competition with such big 
firms as General Electric and Westinghouse Co.’s * |who] have always re- 
spected our patents ee 

“T want to say that over the years we have been faced with bankruptcy twice. 
If it wasn’t for our good patents, we never could have avoided it.” 

Mr. Eviiot. “* * * had we been unable to have the protection of the 
present patent system, we would have been out of the picture many years ago.” 

Mr. Kerr. “If we had not had patents we would not have commenced, and if 
we did not have them now we would practically cease to develop.”’ 

And the Honorable Albert Thomas of Texas put this statement on that record: 
“In my town alone, we must have, at least, from 7,500 to 10,000 families who are 
directly dependent upon the status quo with reference to our patent laws”’ 
(committee hearings on H. R. 9259, Mar. 1938). 


HOW TO ECONOMIZE ON THE PATENT OFFICE 


From what has been said it is clear that there is no economy in putting the Patent 
Office on starvation rations. 

There are only two ways to economize on that Office. 

One is to abolish it entirely. This would be false economy. It would sacrifice 
the tremendous benefits that our patent system brings to our people. But, for a 
vear or so, it will show on our budget as a slight improvement in the ratio of income 
to outgo. 

The other way to economize is to give the Patent Office the additional amount 
it requires to enable it to do its job as well as is humanly possible. This will 
vive us patents that are promptly issued and that are predominantly valid because 
they have had the thorough consideration which the law intends. 

This is true economy, because the thousands of little fellows and the individuals, 
who have the same problems as the men above quoted, will get patents upon 
which they can start new businesses and revive old ones; and the taxes on the 
profits of such businesses throughout the land will repay many times over the 
few dollars thus in ested in the Patent Office. A big increase in receipts is better 
economy than a small decrease in expense. 

In addition, we will continue to get the full flow of improvements in the useful 
arts that is required for a rising standard of living. 

The recent Vannevar Bush Committee report on the Patent Office says: “The 
United States Patent System is at the crossroads today.” 
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Unless this condition is quickly corrected it will be a long and difficult task to 
get it back onto a sound basis again. It takes some years to train a first-class 
Patent Office examiner, and once dispersed, the corps cannot be rebuilt overnight. 

We earnestly urge that the Office be given all it needs to perform its important 
public service. 


Senator HoLLtanp. The committee will rise until 1:30. 
(Whereupon, at 12:20 p. m., a recess was taken until 1:30 p. m., 
this same day.) 


AFTERNOON SESSION 


Senator HoLtanp. The committee will come to order. 

Mr. J. J. Hennessy, from Chambersburg, Pa., to testify on patent 
matters, is he here? 

Mr. B. G. Price of Houston, Tex., asked to testify on the Patent 
Office. Is he here? 

If written statements come in before the hearings close, these 
gentlemen’s statements will be included in the record. 

Senator Hottanp. Mr. Fritz Lanham appearing on the Patent 
Office subject. 

PATENT OFFICE 


NATIONAL PATENT CoUNCIL, WASHINGTON, D. C. 


STATEMENT OF FRITZ LANHAM, REPRESENTATIVE 


PREPARED STATEMENT 


Mr. Lannam. Mr. Chairman, with your permission, I shall submit 
a statement for the record and make a few brief remarks orally. 
(The statement referred to follows:) 


STATEMENT OF Fritz G. LANHAM, REPRESENTING THE NATIONAL PATENT Counci 


Mr. Chairman and members of the subcommittee, my purpose in testifying 
today is to advocate and urge an increase in appropriations for the operation of the 
Patent Office and to indicate some of the serious considerations which make such 
a step imperative. It is important to bear in mind from the beginning that our 
patent system has furnished the incentive which through the years has led 
American ingenuity to provide the inventions which have kept our Nation in the 
forefront industrially and otherwise. We must not permit that incentive to be- 
come weakened or impaired by minimizing the effectiveness of the institution 
responsible for the outstanding creative accomplishments it has thus far stimulated 
and inspired. If we do, we may in time lose that preeminence in achievement 
which has blessed our country so gloriously. 

Inasmuch as I neither own nor have commercial interest in any patent, my re- 
marks are prompted by the natural desire for the continued welfare and progress 
of our Nation, for which we may hope in vain if we allow to be undermined the 
foundation upon which our prosperity has been so largely based. 

I have good reason to be familiar with the need for the added funds now so 
earnestly sought. Before the Congressional Reorganization Act transferred 
initial legislative jurisdiction of patents to subcommittees of the Committees on 
the Judiciary, I served for 25 years as a member of the House Committee on 
Patents. I should be less than an ignoramus, therefore, if I did not understand 
and appreciate the responsibility now resting upon you distinguished gentlemen 
to know the facts concerning the existing situation and to take appropriate action 
to avert the threatened danager to our continued progress. Unfortunately, even 
in our legislative circles, the great importance of our patent system is seldom ap- 
preciated and understood in its causative relationship to our American prosperity. 

To impress that importance, let me remind vou in the first place that in the Con- 
stitutional Convention there was never the slightest doubt or eccntroversy about 
the wisdom of incorporating in our organic law the provision for the promotion of 
science and the useful arts. That provision led to the enactment of our patent 
laws and the establishment of the Patent Office. Thomas Jefferson, himself an 
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inventor of note, may properly be termed the father of our patent system, and 


\braham Lineoln, an admirer of Jefferson’s activity and philosophy in this regard, 
was issued a patent on an invention of his own. Following the examples of these 
illustrious leaders, our creative citizens then made valuable discoveries in many 
fields of endeavor, which were accorded with reasonable promptness the temporary 
benefits of patent protection. Thus our Patent Office became and long remained 
on a self-supporting basis. 

Now, what is the situation today? The Patent Office is clogged with a great 
backlog of applications, which will increase unless we change the present course. 
We lose examiners, difficult and expensive to replace, and the backlog grows 
accordingly. In my judgment, we have permitted this unfortunate condition to 
arise by failure to give proper and deliberate consideration to the necessity of 
protecting and promoting this prime ageney of our progress and development. 
~ Naturally, under the existing circumstances, the inventor is greatly discouraged. 
He ean find little inducement to work arduously day and right to perfect a useful 
discovery for our country if he is forced to wait for 3 or 4 years to get Patent 
Office action on his helpful invention. Accordingly, his incentive suffers a serious 
stroke. He realizes fully the need for that patent protection. His creative idea 
might easily be one which would greatly relieve unemployment, for it is axiomatic 
that patents make jobs. He could render a great public service, but if he has to 
wait 4 vears for the opportunity, he is likely to say “What's the use?” and then 
look for other fields for his labors that will supply his daily bread. It must be 
remembered that many of our basie and most valuable discoveries have come 
from humble folk. They are not financially able to carry on through 4 long vears 
of waiting, and perhaps even less so now when their meager incomes are still 
subjected to wartime taxation. 

In our earlier history there was no such protracted waiting for action on an 
application for patent. So under present circumstances we must assume that 
our country mav be suffering the loss of \aluable inventions which would brighten 
our lives and add revenue to both personal and national treasuries. In many 
instanees ineentive goes into a coma 

[ think there is a reasonable possibility of getting our Patent Office back on 
a self-supporting basis and making our Nation the beneficiary of blessings now 
inknown if we will do what is presently and temporarily necessary in supplying 
the funds which will rid us of this oppressive backlog and thus give assurance 
thereafter that relatively prompt action will be taken on applications submitted. 
Such applications for patent will then increase immeasurably and dormant incen- 
tive will be gloriously revived. We are spending many millions of American 
dollars to build up the industries of foreign lands. Surely for a few millions we 
will not let our own stagnate and thus possibly lose our cherished place in the 
forefront of progressive achievement 

The inventors of our country render a Valuable public service and are eminently 
entitled to encouraging public support. There are no special beneficiaries under 
our patent system. It was created for and operates for the benefit of the public. 
Because of the incentive it has provided, the ordinary citizen today is enjoving 
luxuries of which the kings and queens of a century ago never even dreamed. 

With what I regard as an utter lack of understanding of the problem which faces 
us and the unfortunate circumstances which have created that problem, we hear 
today several spurious suggestions to relieve our present Patent Office difficulties. 
One contention is that the fees charged the inventors for the public service they 
render should be considerably increased. I wonder how that would appeal to the 
humble fellow who often without enough food or sleep toils hopefully in his cellar 
or garret or workshop to discover something that would add to your happiness and 
mine? We must not lose sight of that man because we must cherish the confident 
hope that there are other Wright brothers or de Forests or Edisons who will vet, 
if permitted, write significant chapters in our creative history. We must not place 
i further check on his incentive, now already greatly diminished in many ways. 
He must not become a forgotten man. Useful patents do not spring from genius; 
they are the result, rather, of hard, incessant labor. I think Thomas Edison gave 
the correct definition of genius when he said, ‘‘Genius is 2 percent inspiration and 
98 percent perspiration.” 

And, believe it or not, we have noticed recently another spurious suggestion. 
It is to the effect that additional fees should be charged an inventor after he has 
received his patent, so-called postissue fees. That is equivalent to saying to the 
inventor who has worked industriously for our advancement, ‘‘We have charged 
you a proper price once for doing something helpful to our country, but we want 
to charge you still more, in addition to your taxes, and put on your back the 
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burden of another obligation for further financial contribution for having been of 
such geen. service to us.”’ That idea, gentlemen, is taken from some foreigi 
regimes. God forbid that we should start copying them. Our duty is plain 
and it is to get back by adequate and temporary appropriations to the pristine 
excellence of our American patent system. 

In much more salutary recommendations for the solving of our Patent Offic 
problems, in this session of the Congress Representative Hosmer has introduced 
the bill H. R. 4267, for the establishment of a Commission on Patent Laws and 
Administration, and Senator O’ Mahoney has introduced Senate Resolution {2 
for a somewhat similar purpose. These measures were referred to the respective 
Committees on the Judiciary, and the Senate resolution would place the committee 
in charge of the investigation. Each also involves the expenditure of necessary 
funds. 

Of course, this bill and this resolution were introduced with the earnest desire 
to be helpful in the solution of the present problem. However, in my judgment, 
they are quite unnecessary if we appropriate sufficient funds to enable the Patent 
Office to clear up this backlog of applications and thereby enable inventors to get 
much more speedy action on the applications they will submit. It must be 
borne in mind, also, that it has been only a year or two since the Congress, after 
very deliberate study of our patent statutes by most competent legislators and 
practitioners, enacted a codification of our patent laws. There seems no sound 
reason, therefore, to duplicate those labors at the present time. 

From the standpoint of administration, I think we know the situation and the 
wav to solve the problem. That problem arises from the fact that the Patent 
Office is choked with this vast backlog of applications and that inventors are 
reluctant to continue their labors and have to wait 4 years for a determination of 
their patent rights. The evident remedy is the one now suggested: to increase 
the budget estimate by $3 million to get us on the course that will bring us up to 
date and restore the Patent Office to its former prompt efficiency. I trust th 
committee will consider this matter most carefully and afford the relief so appro- 
priately proposed. 

Thank vou very much for the privilege of bringing this deplorable situation to 
your attention and urging your favorable consideration of the recommendation 
for its prompt correction, 

GENERAL STATEMENT 


Mr. Lanuam. I represent the National Patent Council, which is a 
nonprofit organization of small manufacturers interested in the pro- 
tection and promotion of our patent system. I served for 25 years 
as a member of the House Committee on Patents and, naturally, have 
some familiarity with this subject. 

It is generally recognized that the inventors of our country render 
a great public service and are entitled to encouraging public support. 
Our patent system, with the incentive it affords, has been to a marked 
degree the basis of the progress, industrially and otherwise, which has 
put our country in the forefront of nations. 

The present situation at the Patent Office is that they have a back- 
log of applications for patents, over 200,000 in number. That backlog 
will be increased instead of diminished unless adequate funds are 
provided for the necessary personnel of examiners and others to start 
getting us back on the tract of normal operations. 

Under the existing conditions, it takes 4 years to get a patent appli- 
cation finally acted upon, and the inventor has no protection whatever 
during those 4 years. Consequently, there is a great discouragement 
of incentive, and many of the humbler folk, perhaps in particular, from 
whom so many of our basic patents have come, likely divert their activ- 
ities to other fields rather than seeking to develop something useful 
for our country in the way of a new discovery. 

The House Committee on Appropriations very properly increased 
the appropriations for the Patent Office in order that we might get 
started on cleaning up this backlog. That increase should certainly 
be kept in the final act, and, in my judgment, should be increased. 
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My statement sets forth more in detail the suggestions I have made, 
and I do not wish to impose upon your time unduly. But the im- 
portance of this matter can hardly be overstressed. 


TRAINING OF PATENT EXAMINERS 


Senator HoLuanp. There is one thing I want to ask you. In their 
appearance here, the Patent Office indicated that it would not be sound 
to expect progress in diminishing the backlog of applications during the 
first year, because, so it was stated to the committee, lt would take most 
of that first year to qualify and train an additional corps of examiners 
to add to the turnout of applications. What is your own judgment 
on that matter? 

Mr. Lanuam. My recollection is that the Commissioner of Patents 
stated before the House Subcommittee that perhaps in the first year, 
by reason of the necessary training of additional examiners, they might 
be able to reduce the backlog by only about 3,000. But when they get 
these men trained, some of whom they lost durmg the war period 
because they could get greater remuneration elsewhere, then much 
more rapid progress can be made. But it is very evident, Mr. Chair- 
man, that for a few years we are going to have to make a substantial 
appropriation for the Patent Office in order that this backlog may be 
removed or so greatly reduced that applications for patents will be 
acted upon finaliy with reasonable dispatch. 


LONG-RANGE PROGRAM 


Senator HoLtuanp. In other words, as you view it, this is a long- 
range program, which will take several years to accomplish? 

Mr. Lanuam. I think it will take a few years, yes, sir. 

Senator Hotuanp. That makes it all the more necessary to get well 
started in this first vear. 

Mr. Lanuam. Indeed it does. I think it is absolutely necessary 
because otherwise we discourage the incentive of these men who are 
in such great measure responsible for our progress, and we just cannot 
afford to do that. We want to keep our place in the forefront of 
nations. So I think it behooves us to get started cleaning up this 
backlog. 

Senator HoLttanp. Thank you, Mr. Lanham. We are glad to have 
had you. 

Senator Hottanp. Mr. Norman N. Holland, past president, New 
York Patent Law Association. 


New York Patent Law Association, New York, N. Y. 


STATEMENT OF NORMAN N. HOLLAND, PAST PRESIDENT 
PREPARED STATEMENT 


Senator Hotuanp. We are glad to have you, Mr. Holland. You 
may proceed. 

Mr. Hotianp. Thank you. First I would like to thank the com- 
mittee for permitting me to testify here, and, secondly, I would like 
to offer the statement of the board of governors of the New York 
Patent Law Association to be printed in the record without being read. 


63332—55——40 
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[ would like to call particular attention to the second paragraph in 
which we state that 75 percent of the jobs in the country are due to 
inventions made during the last 50 years. 

[ will not take up your time with reading the list of those inventions, 
but they are very interesting. 

Senator HoLtanp. Without objection, the entire statement will be 
included in the record, 

(The statement referred to follows:) 


THE NEW YORK PATENT LAW ASSOCIATION 


CHE PaTeENnT SysteM Is BEING STRANGLED—THE PaTENtT Orricre Must Have 
AT Least $15 MILLION FoR FiscaL 1956 


The United States patent system is being strangled by lack of funds to operat: 
the Patent Office. 

The patent system is of vital importance to the country. It has been estimated 
that 75 percent of the jobs in this countrv today are due to inventions mad 
Within the last 50 years; for example: Automobiles, airplanes, radio, television, 
moving pictures, automatic telephones, home appliances, synthetic rubber, 
plastics, electronics, business machines, aspirin, wonder drugs, cellophane, nylon, 
ravon, army tanks, guided missiles, proximity fuse, and atomic energy. A large 
fraction of the income of the Federal Government is based on business which 
exists only as a result of invention. The outcome of any future war will depend 
largely on new inventions. And the patent system is the most important stimulus 
to the making of inventions. When the Government is spending billlions of 
dollars each vear for defense, is it not absurd to starve the Patent Office? A single 
invention may directly save the Government more in a single vear than the 
entire cost of the Patent Office for many years. 

The situation has reached emergency status. While the number of patent 
applications filed has been steadily rising, the number of patent examiners has 
been steadily reduced and is now at its lowest level since 1947. Only a few 
applications for patent filed today will be granted in less than 4 vears. 

Industry and the patent bar have become aroused. <A delegation representing 
both of these groups traveled to Washington and called on the Commissioner of 
Patents, the Secretary of Commerce, and the Budget Bureau before the present 
budget was sent to Congress. Yet the appropriation asked for fiscal 1956 is 
only $12 million, only $500,000 more than the appropriation for fiseal 1955, 
almost the same as was spent in fiscal 1954, and less than was spent in either of 
the 2 preceding vears. 

The Commissioner of Patents has clearly explained the emergency. In his 
annual report for fiscal 1954, the Commissioner of Patents said on page 2 (matter 
in parentheses added): 

“* * * it is imperative that the size of the examining corps be substantially 
increased. 

* * * * * * * 

“* * * nearly 100 more than the average number in the examining corps in 
1954, would be required merely to keep abreast of the inflow of new work. The 
present backlog would remain undiminished. If the corps of examiner assistants 
were maintained at an average level of 630, which was the number of examiners 
at the end of 1954 fiseal vear, the backlog could be expected to increase by no less 
than 12,000 cases, so that by the end of fiscal year 1955 about 207,000 applications 
would be on hand in the Patent Office. (As of January 31, 1955, there were 
208,566.) 

* * * * * * * 

“A large backlog of pending applications is not conducive to the rendering of 
proper service to the public.”’ 

He said further, beginning on page 3 (matter in parentheses added) : 

“The adverse effects of reduced employment for a given period of time cannot be 
offset, in comparable time, by the subsequent hiring of new examiners. While 
the average workload may be sharply reduced, considerable time is required for 
new men to achieve the production level of the experienced examiners they 
replace. * * * In the meantime, the production of other examiners {diminishes 
because they must devote time to training and supervising new men. From the 
end of fiscal year 1946, when the workload on the desk of each examiner reached a 
peak, a period of 6 years elapsed before the maximum waiting time had been 
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brought down to 9 months and the average to 8 months (from 18 months), despite 
very substantial enlargement of the examining corps in the years 1946 to 1949. 
It required 4 years to reduce the average waiting time by LO months. 

“Since the end of 1952 when both the examiner workload and waiting time were 
at their lowest in the postwar vears, but still short of the more desirable prewar 
conditions (4 months average waiting time in 1938), the average workload has 
been increasing. A concomitant increase in waiting time has also occurred and, 
on the basis of present trends, it is apparent that the average waiting time will 
increase to well over 1 year by the end of fiseal 1955.” 

The figures show the emergency. The following table shows the need for an 
increased appropriation in order to reduce the backlog of work, get patents issued 
more promptly, and improve efficiency by shortening the waiting time between 
successive Patent Office actions. 


Applications filed during year 
Number of applications awaiting action 
it end of year 
Applications disposed of (allowed and 
ibandoned) 
Average number of examiners_- 
Number of applications awaiting action 
per examiner (2 divided by 4 
Money spent by the Patent Office 9% 
Appropriation for fiscal 1955 $11, 500, 000 
Appropriation asked by Budget Bureau 
for fiscal 1956 $12, 000, 000 


140,895 as of Jan. 31, 1955. 
610 as of Feb. 19, 1955. 


There is no economy in refusing to face the facts and make an adequate appro- 
priation. The workload on the Patent Office was imposed by Congress by enact- 
ing the patent statutes. Inventors and industry spend their time and money on 
inventions and patent applications relying in good faith on those statutes. The 
delay in the issuance of patents is against the publie interest. The Patent Office 
should be permitted to do the work Congress has set for it. There is no economy 
in postponing services required by law to be provided. 

The Patent Office appropriation should be at least $15 million for fiscal 1956. 
With a 25 percent increase in patent applications filed from 1952 to 1954, an 
increase of at least 25 percent in the appropriation is required to provide even the 
restricted services rendered in 1952, not considering rising costs since then. 

30ARD OF GOVERNORS, 
The New York Patent Law Association. 

New York, N. Y., March 23, 1956. 


TOTAL ATTORNEYS IN ASSOCIATION 


Senator HoLtanp. How many attorneys are there in your associa- 
tion? 

Mr. Hotuanp. There are some 800 attorneys, Mr. Chairman. 
Our association was founded in 1922, and the members of the associa- 
tion represent inventors, owners of patents, and persons and com- 
panies who are financing and developing inventions. 

Senator HoLLAND. In other words, your organization is of patent 
lawvers? 

Mr. Houtianp. Yes, it is primarily a patent lawyers association. 
There are about 25 percent of them who are interested in patents but 
who are not lawyers. The hard facts of the situation here . ith respect 
to the Patent Office is, as pointed out by Congressman Lanham, is 
that it is 4 years behind in its work, it is dropping further behind each 
month, and the number of examiners in the past 2 years has dropped 
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from 750 to around 600, in round numbers, and the load of the Patent 
Office, on the contrary, has gone up, from 60,000 applications for 
patents a year, which is the primary work of the Patent Office—exam- 
ining them—to 75,000 applications, which is an increase of 25 percent 
over a period of 2 years. I am told that that increase is continuing, 

So in the coming year we will probably have a further increase over 
the 75,000 that was there last year. That increase of 25 percent in 
number of applications means that there should be at least an increase 
of 25 percent over the budget in 1952, and the budget in 1952 was 
$12 million. The minimum to carry on would seem to be $15 million, 
and that is what our association is requesting. 


HOU E_ ACTION 


Senator HoLttanp. What was the amount appropriated by the 
House? 

Mr. Hotuanp. $14 million; $12 million was recommended by the 
Budget and $14 million by the House. It is an increase of $2 million 
which is most helpful, and which will be tremendously helpful to the 
Patent Office. But I do not think it will help the Patent Office to 
reduce its backlog. It needs more than that to do it, in our view. 
The reason the House appropriated $14 million, according to its 
statement, and did not appropriate more, was because that it felt, as 
indicated in its statement, that — was all that the Patent Office 
could reasonably use during the year, because it could not get the 
men to do the work, it could not at ‘the examiners. We all know 
from reading the papers that engineers are scarce, and examiners 
need an engineering or a scientific bac keground. 

Back in March, 2 months ago, the Patent Office had 1 applicant 
for a job. I talked to the gentleman who is now president of the 
New York Patent Law Association, and with the Commissioner at 
that time, and he said, ‘““Norm, we just can’t get the men.” We said, 
“We will get the men.”” We set out to doit. The New York Patent 
Law Association has printed 1,100 circulars and has distributed them 
to the deans of the various colleges throughout the United States. 


RECRUITMENT OF PERSONNEL 


As a result of that, and the activity of other associations, and by 
the Patent Office itself, instead of the 1 applicant 2 months ago, | 
checked with the personnel director of the Patent Office at 4:30 
yesterday, by telephone, and I find that the Patent Office now has 45 
examiners starting work June 16; another 45 on July 7; 10 who have 
indicated no specific date but who are expected to be there during 
July and August, and another 100 who have written in and the Patent 
Office has written back, and is awaiting replies. All of that 100 will 
not, naturally, say yes, but they anticipate, from previous experience, 
that another 50 will come from that group. 

They are receiving today 50 inquiries per day from persons who 
want employment in the Patent Office, and of those 50, about 15 are 
qualified to go into the Patent Office. They anticipate that a fair 
number of those will come through. That has come out of the efforts 
of the Patent Office and of the associations. 

I would like to tell you some additional work that the associations 
are doing, and plan to do. For example, the Philadelphia Patent Law 
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Association, within the past 10 days, has had a television program, 
The Big Idea in which the Commissioner and several other persons 
appeared, to show the need of men in the Patent Office and the oppor- 
tunity for men in the Patent Office was put on the air. 

On June 12, the Johns Hopkins program of a half hour will be turned 
over, on Sauer? 7, to the Patent Office for the Patent Office to present 
its story and tell what it needs and the men it needs. We are satis- 
fied, as lawvers, patent lawyers, that the Patent Office will get all the 
men that they need and, in fact, the personnel director indicated to 
me as late as last night, 4:30, over the telephone, that they anticipated 
to get as many men as they need. 

The reason for holding that to $14 million in the House, we believe, 
has changed, and we would like to see as much progress made as we 
ean possibly make the first year. We realize the handicaps that you 
brought out in your questions previously, but the quicker we get 
going, the sooner we will get that in a more proper form. ‘The plight 
of the Patent Office is serious, as all of us know. It takes 4 years to 
vet a patent. The large corporations are not hurt so much, because 
those corporations do not need patents. But the small inventor, 
when he has to go out and get capital, and has to tell a man with 
money, “I won’t know for 4 years whether or not I will get a patent,” 
has a damper placed on his getting money, and it slows up the com- 
mercial introduction, which is the real public benefit derived from it 
and, secondly, if his idea or invention is infringed, he cannot prosecute 
anybody until his patent issues, and even after it issues, it takes a 
year or so in court before he can actually enforce it. 

That is a terrific handicap to the individual inventor, and a serious 
handicap to his getting finances. 

Our position is that there is no economy in handicapping the 
examiners, because, when you put on the examiner something like a 
vear, from the time he looks at the application first, until he takes it 
up the second time, he has forgotten what he saw the first time, and 
he has to review it completely. It certainly takes him, as a conserva- 
tive estimate, more than 10 percent longer to do it. A 10 percent 
saving in time of the —— ‘rs in the Patent Office would run over a 
million dollars a ye There is no saving there, and there is no 
economy there. There i is no economy by handicapping inventors in 
making them wait 4 years. There is a loss there, and a tremendous 
loss. 

We submit that, and our view is that as much as possibly could be 
done should be done now to get that started fast. The Patent Lawyers 
Associations are willing to cooperate with the Patent Office in every 
possible way to get men, and we hope to get them and we are sure of 
vetting them. 

If Congress will cooperate by appropriating the money, what is not 
used, if it should not be used—and we fully believe it will—will still 
be there and will not be spent. 

That is all I have, Mr. Chairman, unless you have some questions. 

Senator Hottanp. Thank you very much. 


COMMUNICATIONS 


I have for the record two wires from the gentleman mentioned, 
Mr. Floyd H. Crews, the president of the New York Patent Law 
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Association, and a letter from him to myself, all dated June 3. I will 
place them into the record. 
(The communications referred to follow:) 
New York, N. Y., June 3, 1955 


Hon. Spessarp L. Honuanp, 
Appropriations Committee, 
United States Senate, Washington, 2. eo . 

We urge that Patent Office appropriation be at least $15 million. 

The patent lawyers of the United States can and will get the personnel for thi 
Patent Office which is so desperately needed. 

Since Commissioner Watson testified before the House committee the Patent 
Office has hired 70 new examiners; has offered jobs to 50 more, and has answet 
inquiries from over 200 more. Inquiries are being received at rapidly increasing 
rate and are now over 25 a day. 

We have sent bulletin board circulars to the deans of every one of the 1,100 
senior colleges in the United States. There has already been one televisioy 
program, and on June 11 there will be a nationwide half-hour television program 
originating at Johns Hopkins University devoted entirely to the need and oppor- 
tunities of the Patent Office. We hope to have many others until all necessary 
men are hired. 

If the patent lawvers of the country fail in these efforts it will cost the Govern- 
ment nothing, as the money will remain unspent. If we sueceed it would be 
tragic to find the men and not have the money. An appropriation of at least $15 
million will make it possible to hire the needed men if they can be found. Thi 
results already attained in such a short time justify a confident prediction that we 
will be able to find them. 

If the patent lawvers find the men for the Patent Office this will demonstrate 
that personnel can be found for other Government bureaus. This effort there- 
fore has an importance far transcending the immediate needs of the Patent Office 
An appropriation of at least $15 million, only one million more than approved 
by the House, will assure maximum efforts until suecess is achieved. 

Letter follows. 

Froyp H. Crews, 
President, New York Patent Law Association. 


CuHappaqua, N. Y., June 3, 1955 
Hon. Spessarp L. Houuanp, 
United States Senate, Washington, Dot 
Patent Office figures are much better than stated in my earlier telegram and 
letter to vou today. One hundred and five examiners have been hired, 100 others 
have been offered jobs, and inquiries are being received at rate of 50 perday. And 
appropriation of at least $15 million is fully justified by these figures. 
FLoyp H. Crews, 
President, New York Patent Law Association. 


DarBy & Darpy, 
New York, N. Y., June 8, 1955. 
Re Patent Office. 


Hon. Spessarp L. Houuanp, 
United States Senate, Washington, D. C. 

Dear Senator Houiitanp: I am writing you this letter as president of the 
New York Patent Law Association and speaking for the association. 

I have just this morning learned that your committee is holding hearings 
tomorrow so it may be impossible for this association to have a representative 
appear and testify much as we would like to do so. I therefore request that 
your committee consider this letter. 

This association strongly urges that the Patent Office be given an appropriation 
of at least $15 million for the next fiscal year. 

Our reasons for this are that we believe an adequate number of examiners 
may be recruited to make it desirable that the appropriation be this high. 
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The patent lawyers of the country are making extensive efforts to recruit 
examiners for the Patent Office and these efforts are bearing fruit. I checked 
with the Patent Office this morning and found that they have commitments 
from 70 men who are coming into the examining corps and have made offers 
of jobs to 50 others. In addition, they have sent out information to more than 
900 others and are getting new inquiries at the rate of about 25 a day. 

This situation is to be contrasted with what it was less than 2 months ago 
when the Patent Office was unable to find any men at all. 

The New York Patent Law Association has sent five copies of the enclosed 
circular to the dean of every senior college in the United States. This was done 
less than 2 weeks ago and I believe that the large number of new inquiries may 
be attributed directly to this circular. 

The Philadelphia Patent Law Association had the Commissioner of Patents 
appear on the television program The Big Idea and state the needs and oppor- 
tunities in the Patent Office. 

There will be a half-hour nationwide television broadeast from Johns Hopkins 
University on June 11 devoted entirely to the needs and opportunities in the 
Patent Office. 

The other patent law associations in the country are working hard on this 
problem. 

This represents a complete change in the situation since the Commissioner of 
Patents testified before the House subcommittee that he thought the Patent 
Office could not spend more than $14 million this year. The Patent Office needs 
at least 450 new examiners right now and this number would require an appro- 
priation of $15 million. It is therefore appropriate for the Senate to take a new 
look at the situation in view of the change which has occurred within the last 2 
weeks, 

I therefore request and urge that the Senate appropriate at least $15 million 
for the Patent Office. 

Respectfully, 
Froyp H. Crews, President, 
New York Patent Law Association. 


Senator HoLLAND. There is one other patent witness, and I think it 
will be better to have his testimony now, Mr. James P. Burns, presi- 
dent of the American Patent Law Association. 


AMERICAN Patent Law ASssocriaTION, WASHINGTON, D. C. 
STATEMENT OF JAMES P. BURNS, PRESIDENT 


RESOLUTION 


Mr. Burns. I wish to express my appreciation for the privilege of 
appearing before the committee. There has been transmitted to the 
committee a resolution of the board of managers of the American 
Patent Law Association, which I would like to ask to be included in 
the record. 

Senator HoLiaNnp. It will be included. 


RESOLUTION 


Whereas the American Patent Law Association is vitally interested in the wel- 
fare of the United States Patent Office and has recognized for some time the in- 
ability of the Patent Office to function properly due to a lack of sufficient funds; 
and 

Whereas the workload in the Patent Office has increased over the vears to such 
a point that the Patent Office is now critically behind in the processing of appli- 
cations for letters patent; and 

Whereas there can be no question that something must be done immediately to 
enable the Patent Office to bring its operation into a current status; and 

Whereas the House of Representatives has recognized this situation and has 
agreed to an appropriation of $14 million for the Patent Office for fiscal 1956, this 
amount being $2 million in excess of the amount originally approved by the Bureau 
of the Budget: Now, therefore, be it 
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Resolved, That the American Patent Law Association bring to the attention of 
the Committee on Appropriations of the United States Senate the appalling con- 
ditions under which the Patent Office is presently forced to operate and urge upon 
the members of that committee the approval of no less than the $14 million which 
has already been agreed to by the Members of the House of Representatives. 


PREPARED STATMENT 


Mr. Burns. Mr. Balluff, of Detroit, has sent to the committee the 
bulletin of the American Patent Law Association for April and May 
1955, which includes the reproduction of statements made by me, as 
president of the American Law Association, and as a representative 
of the National Council of Patent Law Associations in the country, 
and the statement of William Barnes, who is a member of our board, 
who is also secretary of the New York Patent Law Association. 

Those statements appear on page 174 to 182 of the American Patent 
Law Association Bulletin for April-May 1955. 

[ would like to have those statements incorporated into the record 
here, if they are acceptable. 

Senator HotLtanp. They will be placed into the record. 

(The statements referred to follow:) 


STATEMENT BY JAMES P. BuRNS 


I am appearing before this committe as the representative of the American 
Patent Law Association and the National Council of Patent Law Associations. 

The American Patent Law Association is an autonomous national association of 
patent lawyers. It has over 1,500 members dispersed throughout the United 
States. The association has been in existence since 1897 and its members repre- 
sent in large measure the inventors of the entire country. 

The National Council of Patent Law Associations has as its membership the 
executive officers of some 24 national and local patent law associations, including 
the chairman of the patent se: tion of the American Bar Association and the 
presidents of the patent law associations in Boston, Chicago, Cincinnati, Cleve- 
land, Connecticut, Dayton, Los Angeles, Michigan, Milwaukee, Minnesota, New 
Jersey, New York, Oregon, Philadelphia, Pittsburgh, Rochester, San Francisco, 
Seattle, and Toledo, as well as the chairmen of the patent sections of the bar 
associations in Columbus, St. Louis, and Texas. The representatives of 23 of 
these groups participated in an all-day meeting in Chicago on February 19, 1955, 
at which the conditions prevailing in the Patent Office and the needs of that bureau 
were discussed and considered in detail and the decision arrived at to request the 
privilege of an appearance before this committee. In my capacity as president of 
the American Patent Law Association, I was designated to appear. 

The staggering fact is that at the present time about 4 years intervene on the 
average between the filing of an application for a patent and the grant of the 
patent. This 4-year delay is exceedingly injurious to new business ventures. 
Let me give you an example. 

A small company develops a new furnace grate for use with an automatic coal 
stoker. Before making the necessary financial commitments to tool up and pro- 
duce this new item, the company needs to know two things: (1) will they violate 
any patent owned by someone else through the manufacture of the new item, 
specifically, will they infringe anv unexpired patent, and (2) will they be able to 
get any patent protection for the new grate which will protect them against 
arly copying by competitors. 

Now the 4-year backlog of unissued applications lying in the Patent Office is, 
of course, maintained secret. Patent counsel for the small company can investi- 
gate and advise the company only as to issued patents. There is absolutely no 
way to insure the company against the possibility that within the next 4 years a 
patent may issue to someone else that will be infringed by the new grate. 

If the small company embarks on the manufactu e of the new grate, it must run 
the risk of encountering possible future issuing patents that may be granted over 
the next 4 years. It may even be sued on such a future issuing patent. Con- 
ceivably it might be faced with an injunction. This risk, while it always exists 
in reference to pending applications, is not very great when the Patent Office 
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delay is only from 1 to 114 years, but it beeomes an exceedingly serious risk when 
the delay is 4 years, as it is at present. Small business can ill afford to take such 
chances 

Likewise, the 4-year delay makes it impossible for the small company to obtain 
any early assurance that it will have patent protection for its new development that 
will give it sufficient competitive advantage to recoup the investment necessary 
to embark on the new enterprise. The possession of patent protection is always 
a significant item in financing a new venture and when one has to wait 4 years to 
find out whether or not he will have patent protection, that delay is a great 
deterrent in the launching of the new venture. 

The 4-year delay has still a further adverse effect on the public interest. The 
term of an issued patent is 17 years. When the patent expires the invention 
becomes a part of the public domain, free to all. It is in the public interest that 
patents be granted promptly so that they will expire early and the fruits of the 
inventions made freely available to the public. The 4-year delay in the Patent 
Office correspondingly delays the date when the inventions are made freely avail- 
able to the public. 

The Patent Office has an efficient administration and we believe as hard a 
working staff as any Government bureau. However, the Commissioner’s annual 
report for fiscal vear 1954, a very informative document, reflects, and I quote: 

‘“& * * nearly 100 more than the average number in the examining corps in 1954, 
would be required merely to keep abreast of the inflow of new work. The present 
backlog would remain undiminished. If the corps of examiner assistants were 
maintained at an average level of 630, which was the number of exeminers at 
the end of 1954 fiscal year, the backlog could be expected to increase by no less 
than 12,000 cases, so that by the end of fiseal year 1955 about 207,000 applications 
would be on hand in the Patent Office.” (As of Jan. 31, 1955 there were 208,566.) 

I am informed that as of the present time the Patent Office has only about 610 
examiner assistants and I am additionally informed that the predicted rate of 
filing applications set out in the Commissioner’s report of 75,000 a vear is currently 
being exceeded. It is inevitable that the backlog will increase to an even greater 
extent than predicted in the Commissioner’s annual report. This is, indeed, an 
alarming situation. Despite the fact that the present Commissioner and _ his 
staff have practiced the utmost economy and resorted to many innovations and 
practices to reduce expenses, it is quite evident that the Patent Office cannot 
perform its required statutory function of examining patent applications and 
granting patents with any degree of efficiency with its present manpower. 

Some 30 years ago I was an examiner in the United States Patent Office. At 
that time there had been issued a total of only about a million and a half patents. 
At present there are over 2,700,000 issued United States patents. There has 
heen a tremendous accumulation of technical literature and foreign patents, all 
of which are added to the search load that the patent examiner encounters in 
determining the patentabilitv of an invention. The modern scientifie advances 
in chemistry, electronics, and other sciences have made applications for patents 
even more technical so that the examiner’s job in searching the mass of prior 
art is a much more time-consuming and difficult one today than it was 10, 20, 
or 30 years ago. 

The Commissioner’s annual report reflects that: 

“The classification group has never been fully staffed in accordance with its 
needs. As a result, there is a huge volume of essential reclassification work 
urgently awaiting attention. This volume ean be reduced only by addition of 
sufficient personnel to perform the reclassification work involved. Failure to 
reduce this backlog adds to the burden upon the patent examiners in making 
their searches for novelty. The average examiner spends about 60 percent of 
his time in such searches of the prior art * * * ” 

In an effort to modernize practices in the Patent Office, the Secretary of Com- 
meree last year appointed an Advisory Committee on Application of Machines to 
Patent Office operations. The chairman of that committee was Dr. Vannevar 
Bush. In transmitting the report of the committee to the Secretary of Commerce, 
Dr. Bush said: 

‘k * * We found that no existing device nor system is capable of serving the 
specific and unusual requirements of the Patent Office. Nevertheless we believe 
that there is an excellent chance for the practical application of machine methods 
if the Department of Commerce undertakes a positive program which would 
combine research, experimentation, and cooperation with private industry * * *.” 

In the report of the Bush committee it is pointed out: 

“Much of the dealy is caused by the time required to search the pertinent 
patents among the 2,700,000 which today make up the record * * *,” 
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Klsewhere, the same report points out: 

“* * * “Classification is the most important single tool which the patent ey. 
aminer uses in his work.’ The necessity of searching hundred of patents in g 
given subelass which was made many vears ago obviously takes very much longer 
than is required for the study of a well-defined reclassified group of the order of 20 
to 30 patents.” 

Dr. Bush also warns: ‘““The Nation cannot afford a moratorium on Patent 
Office operations while the decisions are made, the system established, the informa- 
tion encoded, and the machines built and installed. Therefore, the regular wor! 
of the Office, including the serious problem of reclassification, must go forward 
simultaneously with aggressive experimentation and development.” 

If we are not to have a moratorium in the operation of the Patent Office, whic! 
the Bush committee recognizes the Nation cannot afford, and if the working tools 
of the patent examiners are to be improved and the office to function effectively, 
it must have adequate funds. 

A word as to the circumstance that the Bureau of the Budget has asked for onl) 
$12 million for the Patent Office operation for fiscal vear 1956. In the present 
administration’s economy drive, which is laudable, there has been an attempt 
make a horizontal cut on Government expenses, with the result that a long- 
established bulwark of our free-enterprise system like the Patent Office is treated 
in the same manner as many of the new experimental Government projects 
The Bush committee report recognizes that: 

“Our patent system creates jobs, offers industry the opportunity for growt! 
and improves the consumer’s living standards. The system is based on a simpli 
but wide philosophy. The grant of a United States patent gives the inventor 
a temporary exclusive right in return for a full disclosure of his idea. Creative 
thinkers are thus provided with a solid incentive for the development of the new 
and improved. Simultaneously, the disclosure of the invention stimulates further 
and constant advancement. In effect, each novel idea becomes a seed from which 
a flourishing tree of practical knowledge can grow.” 

Coming to the proof for the need of an increased appropriation, the following 
table reflects the facts: 


Fiseal year ending June 30 
1952 1953 1954 1955 


Applications filed during year 60, 386 70, 341 75, 271 
Num ber of applications awaiting action 

it end of year 96, 836 98, 878 116, 392 
Applications disposed of (allowed and 

ibandoned) 76, 931 72, O82 63, 672 
Average number of examiners 720 688 2 654 
Number of applications awaiting action 

per examiner (2 divided by 4 134.4 144 178 
Money spent by the Patent Office $12, 219, 338 $12,129,581 $11, 933, 934 
Appropriation for fiscal 1955 $11, 500, 000 
Appropriation asked by Budget Bureau 

for fiscal 1956 ‘ $12. 000.0 


140,895 as of Jan. 31, 1955 
610 as of Feb. 19, 1955 


It is self-evident that the Patent Office has a 25 percent greater workload now 
than it had in 1952 when it required $12,219,338 to cover its cost of operation 
Even under strict economy, if the Patent Office is to handle this increased load, 
much less carry forward the vitally necessary work of reclassification of domesti 
and foreign patents and technical literature, it should have a minimum appropria 
tion for the fiseal vear 1956 of $15 million. It has been rumored that the problem 
of recruiting technical personnel for the examining corps will make it impossi!li 
to use the full $15 million in 1956. However, unless the money is provided, it is a 
certainty that an adequate number of examiners cannot be hired. 
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STATEMENT BY WILLIAM J. BARNES 


My name is William J. Barnes. I ama member of the bar of the State of New 
York and admitted to practice before the United States Patent Office. I have 
been in patent practice in New York City for more than 25 vears. 

As first vice president of the American Patent Law Association, I appear for 
that organization which has approximately 1,500 members throughout the United 
States. I also appear for the National Council of Patent Law Associations which 
is composed of 23 local patent law associations throughout the country 

Mr. James P. Burns, president of the American Patent Law Association, has 
furnished a statement recoinmending an appropriation of $15 million for the 
Patent Office. In supporting that reeommendation, I shall confine my remarks 
to unreasonable delays which inevitably result from present conditions in the 
Patent Office. At the present rate, more than 80,000 applications a year suffer 

y these delavs. A delay is often tantamount to a denial of protection and 
reward for a meritorious invention. 

It took Alexander Graham Bell only 3 weeks to get his patent for the telephone 
ind less than 3 months for Edison to patent the incandescent lamp. The situation 
it present is astonishingly different In looking over the abstracts of the patents 
issued last Tuesday, I noted that even in the case of simple devices, vears of delay 
take place in the Patent Office. The following typify what I observed: 


Pendency 
itent No. in Patent 
Office 


Artificial tooth 2 
Receptacle for milking apparatus 2, 
Jarn cleaner apparatus 2 


O68, 854 6'o vears 
06, 965 4 years 


07, 045 544 years. 


‘ 


T 


The Patent Office is not getting enough money to hire the help it needs. Its 
delavs are causing irreparable injury to American business and unnecessary finan- 
cial hardship to poor inventors. 

I have found that many inventors become discouraged and do not apply for 
patents when they learn: 

1. An application for a patent may lie dormant in the Patent Office 6 months 
and, in some cases, as long as 13 months, before it is reached for the first examina- 
tion and report to the applicant. 

2. Practically every application is rejected by the examiner on the first action 
because it is rarely possible for the inventor and the patent examiner to have 
exactly the same idea as to how broad the patent ought to be. But even if the 
applicant responds on the very next day with the required amendments, the Patent 
Office, because of its backlog, may not be able to examine his application again 
for 13 to 22 months. 

3. If the examiner in charge of an application eventually decides that the ap- 
plicant is not entitled to as much protection as is claimed, he mav finally reject 
such claims. The applicant is entitled to take an appeal to a higher tribunal in 
the Patent Office. In the last 4 appeals taken in mv office, 1 applicant waited 
14 months, 1 is waiting 16 months, and 2 are waiting 17 months for their appeals 
to be argued. 

1. The average length of time required to get a patent is 4 vears. It has been 
estimated that the total time spent on an application by the Patent Office amounts 
to 4 or 5 days. In other words, to get 4 or 5 days’ work from the Patent Office, 
the average applicant must wait 4 vears, during which time he has no protection 
for his invention. 

Some of this delay may be chargeable to the inventor, but the delays ! refer 
to are the direct result of a budget which makes it impossible to employ enough 
examiners to do the work. 

The Patent Office is the backbone of the American patent system. Its staff 
is well organized, experienced, and thoroughly competent. Neither its organ- 
ization nor its personnel is responsible for the delays to which I refer. In my 
opinion, the Patent Office is doing the very best it can under the circumstances. 

sut as the Commissioner of Patents recently said in Chemical and Engineering 
News, April 25, 1955: “the overall backlog of 210,000 applications has been 
increasing recently at the rate of about 15,000 applications per vear due in a large 
part to lack of manpower.”’ 

The entire patent bar of this country believes that an appropriation of $15 
million will substantially reduce such unreasonable delays 

I am very grateful to the committee for the opportunity to make this statement, 
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ITEMS OF PRIOR ART LITERATURE AND PATENTS 


Mr. Burns. In addition to this, I will add only a very few state 
ments. It so happens I was an examiner in the Patent Office over 30 
years ago, and I know a little bit about what happened in the last 30 
years in the Bureau. At that time, there were only about a million 
and a half United States patents; accordingly lower numbers of for- 
eign patents and literature references. In the interim we now have 
over 2,700,000 United States patents, and a larger number of foreign 
patents. There are roughly about 7 million items of so-called prior 
art, literature, and patents, against which new applications for in- 
ventions must be evaluated. Those 7 million items of prior knowledge 
have to be classified, and the classification has to be kept current so 
that the examiners will have the tools with which to examine new 
inventions. 

It is basic that any invention must possess novelty in order that the 
item be patentable. So the job of examining a patent application, o1 
the part of an examiner has become extremely complex because of the 
growth of the industrial arts during the past 30 years. Not only that, 
but the forefront of technology has gone likewise, exceedingly fast. 
Witness the fact that those of us who got out of college 25 or 30 years 
ago have difficulty of keeping abreast of modern technology in the 
fields of chemistry, electronics, the advanced physical sciences. So not 
only is the background art against which new inventions must be eval 
uated expanding from a very few million items to something like 7 
million items, but the complexity, technically, of the subject matter 
has likewise greatly increased. 


BACKLOG OF PATENT APPLICATIONS 


Currently, since 1952, we have had curves going in direct opposite 
directions with respect to personnel in the Patent Office and the num 
ber of applications for new inventions being received by the Patent 
Office. The number of examiners has fallen from 730 to 610, during 
a period when the number of applications received has expanded from 
60,000 to 75,000. So on that trend, this backlog of 210,000 applica- 
tions which are awaiting consideration and disposition by the Patent 
Office will get increasingly worse. 

Senator Holland asked a question, a very pertinent question, of Mr. 
Lanham, that this is a long-range project, and we are going to suffer 
in the initial stages of getting out of this dilemma, because we will 
have to train new examiners in the Patent Office. The reason that the 
present Commissioner felt that he could not use more than $14 million 
when he testified before the House was that he didn’t feel that, No. 1, 
he could recruit technically qualified people fast enough to enable 
him to use more than that increase in funds. 

In view of what Mr. Holland has said, and what T knew to be true, 
and our association is moving in the same direction, we definitely 
feel that at this level the recruitment program is going at a rate that 
would permit the Patent Office to effectively and intelligently utilize 
an appropriation of $15 million in the next fiscal year, and we would 
be that much further along on the long-range program of getting the 
requisite number of technically qualified trained examiners to really 
do this job. 
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Senator Hot.tanp. Has the Patent Commissioner revised his state- 
ment as to how much appropriation he feels could be effectively used ? 

Mr. Burns. I do not think he has formally, but I think that in 
discussions—— 

Senator Hottanp. Does he know of this television program that 
was put on in Philadelphia and the one that is being put on on the 
Johns Hopkins hour, and the larger increased showing of interest of 
numbers that might be available for new examiners? 

Mr. Burns. He knows of some of those factors; yes. He knows 
definitely of the Philadelphia program, because he was on it. I will 
be on the one on June 12, at Johns Hopkins. He knows that that 
program is going on. I think he is reasonably conversant with what 
is happening in the Office. I think he does know that the recruitment 
program has gone far beyond the hopes that were initially enter- 
tained, 

Senator Hottanp. The House has already indicated its appraisal 
of the situation. It feels that the number of examiners must be 
greatly stepped up, and it has stepped up the budget to the amount 
that it felt could be spent in this next year in the recruitment and 
training of new examiners. If the facts have improved in that regard 
since the House acted, I would feel reasonably certain that the House 
will be willing to go along further, with what this committee will 
decide. But my own feeling is that with a drag of 200,000 cases 
and with a 4-year lag between the issuance of patents, that the facts 
themselves show a need for a greatly improved situation. 

Senator ELLENDER. What disturbed me the other day was that even 
though we provided the funds that were — in the first year 
we would not reduce the backlog very much, because it would take 
that long simply to train the people. 

Mr. Burns. First we have to get the people, Senator. 

Senator ELLeENDeER. I understand. 

Mr. Burns. When you take a new man in and teach him his job— 
[ have gone through that myself years ago—obviously, he is not pro- 
ductive in the first few months of his employment. Not only that, but 
you detract from a more experienced man’s productivity in training 
him. So you do have a little short period, and with some men it is 
longer than with others. But unless we get those men, we are going 
to be as bad off next year as we are now. So we have to start. 

Senator ELtenper. Are you familiar with the testimony that was 
civen to us by the Patent Office? 

Mr. Burns. Not in detail. I have not had an opportunity to read 
specifically the testimony of the Commissioner. 

Senator Erienper. It is my recollection of the testimony offered 
at that time, that the amount suggested by the House would be about 
all they could utilize. 

Senator Hotnanp. It was, and the trend of the evidence that has 
come in this afternoon from Mr. Burns, who is the president of the 
American Patent Law Association, and from Mr. Holland, who is 
past president of the New York Patent Law Association, and from 
the present president of the New York Patent Law Association, 
through wires and letters, is that they are having so much greater 
response to the very definite campaign which the patent lawyers 
groups have put on that it appears that they can go a good deal further 
in this first year than had earlier been indicated. For instance, they 
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have carried the program to the campuses of each of the 1,100 in- 
stitutions of learning in the Nation in an effort to recruit members 
of the graduating classes, 

Senator ELLENDER. Was that brought to the attention of the people 
who testified here / 

Senator Hottanp, I believe not. I believe the purpose of their ap- 
pearance today is to indicate the magnitude of the effort which is 
being put on by the patent lawyers themselves who are suffering 
from the fact that the patents now are held up as long as 4 years before 
they can be issued. 
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Senator ELLeNDER. How much more are they requesting ? 





TOTAL REQUEST 





Senator Horianp. They are requesting $1 million more. They are 
requesting that we go up from $14 million, which the House allowed, 
to 815 million. 

Senator ELLENDER. 


1 thought it was greater than that. 
Senator Honianp. 


Not to express a final opinion, it would seem 
to me they have made a very good case indicating that recruitment 
has been stepped up. They have taken over various television pro- 
grams in an effort to develop interest. 






Among others, they are having 
the Johns Hopkins University program which is very generally 
telecast, the one of next week, on the 12th, to devote a full half hour 
to this field. So they think that greater interest has been shown 
than was expected, and it indicates that they can go much faster than 
the Patent Commissioner himself felt they would go. 

Senator ELLenper. [ hope the enthusiasm will not wane after we 
get the money up. 

Senator HlotLtanp. I am going to ask the clerk to request from the 
Patent Commissioner his appraisal of the latest facts. 
the committee realizes the gravity of the situation. 

Mr. Burns. I would like to correct one statement. It is not the 
patent lawyers who are suffering from this 4-year delay, but it is our 
clients, and it is the public interest of this country that depends on 
new enterprises. The Patent Office is the incubator of new enter- 
prises in this country. 

Senator Hotianp. I gather from the statements of all the patent 
lawyers that they were suffering, and I did not mean financially, I 
meant in the depression of the spirit. 

Mr. Burns. To that extent, I stand corrected, sir. 




























I am sure 


COMMUNICATION 


Senator Hotianp. T will place into the record at this point a letter 
from K. G. Balluff, of Detroit, Mich., a member of the patent bar of 
that area, which preseuts in general the same need. 
(The letter referred to follows:) 
DETROIT, Micu., June 1, 


1955. 
Re Patent Office appropriations 


Hon. HOLLAND, 


Chairman of the Senate Subcommittee on the Department of Commerce, 
United States Senate, Washington, D. C. 


SPESSARD IL. 







My DrAR SENATOR: T am a member of the bar of the States of Michigan and 
Illinois and have specialized in patent practice since I was admitted to the bar 
in Illinois in 1982, and at the present time maintain an office in Detroit serving 
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, considerable number of automotive-parts companies and individual inventors. 

With respect to the fiscal needs of the Patent Office I submit the statements 
of Messrs. James P. Burns, of the Washington, D. C., bar, and William J. Barnes, 
of the New York bar, printed beginning at pages 174 and 180, respectively, of 
the accompanying April-May issue of the American Patent Law Association 
Bulletin, and I adopt the statements of Messrs. Burns and Barnes. These state- 
ments of Messrs. Burns and Barnes were recently presented to subcommittees 
of the House in connection with hearings on the appropriation for the Patent 
Office. 

| believe that the statements of Messrs. Burns and Barnes, which include 
certain statistics printed on page 179, demonstrate beyond question the need 
of the Patent Office for the additional appropriations sought. In addition and 
hased on my own personal experience, it is not at all uncommon for a lapse of 
5, 6 or even more years to oecur between the filing of an application and the 
issuance of a patent. 

I should also like to call your attention to the fact that the Official Gazette 
of the United States Patent Office for May 24, 1955, indicates as of March 31, 
1955. a total of over 216,000 pending applications of which 138,000 were awaiting 
action on that date. This Official Gazette also shows that there are some appli- 
cations Which were amended in 1953 which are awaiting action, some of them 
having been amended as far back as July 19538. 

I should also like to direct your attention to the effort of the American Patent 
Law Association as set forth on page 145 of the enclosed Bulletin to reeruit 
personnel for the Patent Office. This publicity concerning the personnel needs 
of the Patent Office is part of an organized effort by the bar and others inter- 
ested in the Patent Office to help the Patent Office obtain the type of personnel 
which it requires. If the Patent Office can get an adequate appropriation, we 
helieve that this personnel-recruiting program will produce the additional man- 
power required, 

I understand that the House Committee on Appropriations has approved a 
$14 million budget for the Patent Office for 1956, and I recommend to the mem- 
hers of the Senate subcommittee that they adopt the recommendation of the 
Hlouse Committee on Appropriations in this regard. 

Respectfully submitted. 

EK. J. BALLUFF. 


PREPARED STATEMENT 


Senator HoLttanp. Mr. Burns, before you get away, does your testi- 
mony and prepared statement cover the situation, or did you want 
vour letter placed in the record ¢ 

Mr. Burns. I would like to have the letter and the resolution of the 
hoard inthe reeord., 

Senator Hontanp. The resolution has been placed in the record. 
This letter will also be placed in the record. 

(The letter referred to follows :) 


AMERICAN PATENT LAW ASSOCTATION, 
Washington 4, D. C., May 25, 1955. 
Ilon, SPESSARD L. HOLLAND, 
Senate Office Building, Washington, D. C. 

DrAR SENATOR HOLLAND: It is my understanding that hearings have just been 
concluded before your subcommittee on the appropriation for fiscal year 1956 
for the United States Patent Office. As you are fully aware, the Budget Bu- 
reau asked for an appropriation of $12 million for the Patent Office, whereas 
the House has approved an appropriation of $14 million for the Patent Office, 
limiting the appropriation to that amount in the light of the testimony of Com- 
missioner of Patents Robert C. Watson to the effect that this is all that the Patent 
Office will be able to spend efficiently because of the problem inherent in the 
recruiting of technically qualified personnel to examine patent applications in 
the Patent Office. 

In behalf of the American Patent Law Association, which has nearly 1.600 
members located throughout the United States, I would like to bring to vour at- 
tention the fact that the organized patent bar is itself undertaking a positive 
program to aid the Patent Office in recruiting the requisite technical personnel to 
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at least begin to overcome the 4-year backlog of applications now pending jy 
the Patent Office. 

As president of the American Patent Law Association, I have appointed a com 
mittee of young practitioners, geographically distributed throughout the United 
States, to work vigorously in aid of the Patent Office recruiting program. Thy 
New York Patent Law Association, a great number of whose members are also 
members of the national association, namely, the American Patent Law Associa 
tion, has launched a campaign of assistance and sent out to the deans of 1,100 
colleges in America copies of the enclosed folder. 

It is my confident belief that with the support that the organized bar and 
industry will be able to put behind the recruiting program for technical perso: 
nel for the Patent Office, people charged with responsibility for its operation 
will be able to effectively use an appropriation of at least $14 million for the 
fiscal year 1956. One thing is certain and that is unless the Patent Office has 
the money it cannot recruit personnel vitally necessary to overcome the ever in- 
creasing backlog of applications for patents awaiting disposition by the Patent 
Office. 

it is courteously asked that this letter be included in the record of the hearings 
had before your subcommittee. 

Very truly yours, 
JAMES P. BURNS 


THe UNITED STATES PATENT OFFICE NEEDS MEN 
YOU CAN EARN $7,040 A YEAR 514 YEARS AFTER GRADUATION FROM COLLEGE 


The work 
You will be examining applications for patent in the Patent Office in Wash 
ington, D. C., to determine whether the inventions are new and useful, and a 
patent should be granted. This work is interesting. 
Requirements 
No delay. No civil-service examination is required. Just appear for an 
interview. 
Jobs are open to men and women between the ages of 18 and 36. No age 
limitation for veterans. 
For appointment without examination you must have a college degree. It 
may be: 
(a) in any field of engineering; or 
(b) with a chemistry major, having 26 semester hours in chemistry; or 
(c) with a physics major, having 24 semester hours in physics; or 
(d@) with any other major which included: 
(1) 40 combined semester hours in engineering, chemistry, and physics; or 
(2) 26 combined semester hours in chemistry and physics. 


The pay 

Beginning pay $4,035 per year; after 6 months, $4,485 per year; 1 year later, 
based on merit, $5,040 per year; 18S months later, based on merit, $5,960 per year ; 
214 to 3 years later, based on merit, $7.040 per yvear; further advancement pos 
sible to $12,800 per year. A bill is now before Congress to increase these salaries. 


Vacations 
First 3 years—15 working days (3 full weeks) ; 3 years to 15 years—20 working 
days; over 15 years—26 working days. 
Earn and learn 
There are evening courses in Washington in practically every field of study, 
leading to advanced degrees, in the following universities: 
George Washington University 
Georgetown University 
University of Maryland 
American University 
Catholic University 
Department of Agriculture Graduate School 
National Law School. 





COMMERCE AND RELATED AGENCIES, 1956 639 
Further information 
For further information, address Commissioner of Patents, Washington, D. C. 
New York, N. Y., May 16, 1955. 
This circular has been published by the New York Patent Law Association. 


BuREAU OF THE CENSUS 


CHAMBER OF COMMERCE OF THE UNITED STATES 


STATEMENT OF ROBERT J. EGGERT, MARKETING RESEARCH 
MANAGER, FORD DIVISION, FORD MOTOR CO., DETROIT, MICH. 


PREPARED STATEMENT 


Senator Hortanp. Mr. Eggert, of Detroit, appearing for the United 
States Chamber of Commerce. 

Mr. Eacerr. I would like to file a statement, in view of the time, 
which is more complete than what I will discuss with you very briefly. 

Senator Honuanp. It will be received. 

(The statement referred to follows:) 


STATEMENT OF Roperr J. EccGkerr FoR THE CHAMBER OF COMMERCE OF THE UNITED 
Srares Wirn Respeecr to H. R. 6867 


My name is Robert J. Bggert. I am marketing research manager, Ford divi- 
sion, Ford Motor Co., and a member of the committee on business statistics of 
the Chamber of Commerce of the United States. I appear on behalf of the 
chamber regarding Department of Commerce appropriations for statistical pro- 
srams in H. R. 6367. 

The chamber urges restoration of the amounts estimated in the President’s 
budget for fiscal year 1956, except in regard to the census of agriculture, where, 
as I will indicate, we support a lower figure which the Bureau of the Census 
states will be sufficient to compete all work on this census. 

When our economy was simpler and less interdependent there was less need 
for statistics. But in today’s highly dynamic economy, with its steady popula- 
tion growth, a constant shifting of population, new raw materials continually 
being developed, new products reaching the market daily, and, indeed, whole new 
industries, both the Government and business executive are in constant need of 
up-to-date, high-grade statistical information. 

Commerce Department statistics are extremely valuable to American business 
ind are widely used in day-to-day and long-range planning. However, their 
usefulness can be increased considerably by improvements in quality, by more 
prompt release of information, and by filling in gaps in coverage. The 1956 
budget included increased funds for several much-needed improvements, but 
these increases were eliminated in H. R. 6367, as passed by the House. I will 
briefly discuss the effects of these reductions upon the statistical programs. 


CENSUS BUREAU CURRENT PROGRAMS 


The periodic census programs include reports on the current situation regard- 
ing wholesale and retail trade, manufacturing industries, imports and exports, 
State and local government finances, employment and unemployment, number 
und characteristics of the population, and other fields of value to American 
business. 

he 1956 budget included increased funds to increase the size of sample used 
to estimate employment and unemployment, to improve the statistics on finances 
of State and local governments, and to develop electronic equipment for the 
1960 censuses of population, agriculture, and housing. 

iy reducing the budget request of $7,400,000 to $6,200,000, H. R. 6267 elimi- 
nates these much-needed improvements in current programs of the Census 
sureau. 

The number and characteristics of our unemployed are among our most im- 
portant Government statistics. The present data are inadequate, and the 1956 
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budget included funds for their improvement by increasing the size of the labor 
force sample. 

State and local fiscal data are widely used, but the present census series are 
extremely inadequate. The 1956 budget included a provision for a State-by 
State survey of local government finances to cover statistics that will not other 
wise be available for 4 or 5 years, after the 1957 census of governments has been 
taken and published. This special survey not only would provide important 
data in advance of the 1957 census, but would develop know-how for the 1957 
census which should yield savings in that comprehensive operation well in excess 
of the cost of this initial project. 

The 1956 budget included $200,000 to develop electronic equipment for future 
censuses. Use of electronic equipment has increased the speed and accuracy of 
census tabulation. Much of this equipment must be designed and blueprinted 
specifically for Census Bureau use. 

Elimination of these funds may well decrease the speed and accuracy of 
future census programs. For these reasons, the chamber urges restoration of 
the $7,400,000 for current census programs. 


CENSUS OF BUSINESS, MANUFACTURES, AND MINERAL INDUSTRIES 


These periodic censuses are the only comprehensive data available on the 
scope and nature of the manufacturing, wholesale, retail, and mining activities 
of the American economy. They were strongly supported by the chamber of 
commerce at hearings of the 83d Congress. During fiscal 1955, $8,430,000 was 
appropriated to collect and partially tabulate these censuses. The budget for 
fiscal 1956 included $4,655,000 to complete tabulations and print reports, but 
H. R. 6367, as passed by the House, reduces this appropriation to $4 million. 
This reduction will delay, by several months, publication of this data needed 
by American business. Some final tabulations may be omitted, resulting in a 
waste of funds already spent. The chamber urges restoration of the $4,655,000 
requested in the budget. 


CENSUS OF AGRICULTURE 


The periodic census of agriculture is the only comprehensive measure of the 
number and characteristics of American farms, and the amount and types of 
agricultural production. This census is widely used by American business in 
determining the raw materials available from our farms, and gearing production 
and sales to the farm market. Appropriations for fiscal 1955 included $16 
million for collecting and partially tabulating this data. The budget for 1956 
includes $6 million to complete the tabulation, but this appropriation is cut to 
$5.500.000 in H. R. 6867. The Sensus Bureau states that more efficient methods 
and other economies adopted, will permit completion of the census of agriculture 
as originally planned, with the $5,500,000 contained in H. R. 6367, and the chamber 
recommends this lower figure. 


INTERCENSAL HOUSING SURVEY 


In the budget request of the Bureau of the Census, there is an item of $500,000 
for an intercensal housing survey. This item was eliminated in H. R. 6367. 
We have strongly supported this nrogram through the various stages of consid- 
eration by the administration. The type of information which it will provide 
is not available from any other source. 

There has heen much concern in the Government and among many private 
firms that deal with housing over the question as to whether the Nation is over- 
buildine. The information necessary to answer this question is very incomplete 
and inadequate. We know that for the past several years the number of new 
families established has been less than the number of new houses built. More- 
over, we do not know what has happened to the utilization of housing since the 
1950 census of housing. This survey will provide us with the information on 
snch important volatile characteristics as demolition, conversions, and vacancies. 
The limited data available from insurance activities of the FHA and VA and 
housing-starts information does not provide an adequate guide for policymaking 
functions of business or Government. As you know, our housing supply has 
increased over 10 percent since the end of the war. 

Although this limited survey, as proposed by the administration, will provide 
answers to many questions, we feel that if any change is made in the scope, as 
proposed by the administration, it should be one to expand this survey rather 
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than to contract or eliminate it. This survey provides national and regional 
data. The additional knowledge that industry needs, as well as the Govern- 
ment agencies, refers to local market areas, and it has been our continued hope 
that this survey could be expanded to provide data for selected metropolitan 
areas. The chamber urges restoration of the $500,000 for the intercensal hous- 
ing survey. 

CONSTRUCTION STATISTICS 


The Business and Defense Services Administration funds in the 1956 budget 
included $800,000 to improve and expand its work on construction statistics. 
Specifically, this would enable the Department to place its new construction 
estimates on a sound technical foundation. H. R. 6367 eliminates the increased 
funds to improve construction statistics by cutting Business and Defense Services 
Administration funds back to the fiscal 1955 level. 

Construction statistics are collected and published by several Government 
agencies, including the Bureau of the Census, Business and Defense Services 
\dministration, Bureau of Labor Statistics, and the Federal Housing Admin- 
istration. The chamber’s committee on business statistics has carefully studied 
the construction statistics programs of the various agencies, and has found them 
to be complementary. Commerce Department appropriations for construction 
statistics should not be reduced merely because the Bureau of Labor Statistics 
and Federal Housing Administration prepare complementary statistics in the 
construction field. 

These Business and Defense Services Administration construction statistics 
are monthly reports on the volume of new construction activity, and reports on 
current expenditures for alterations and repairs, materials required, and resi- 
dential vacancies. The intercensal housing survey, previously discussed, is a 
census-type survey revealing the characteristics of housing units in existence, 
hut does not report month-by-month developments in the construction field. 

A special chamber committee studied present construction estimates and we 
know they are badly in need of improvement. Every person and group who has 
studied them arrives at the same conclusion. These include: The Joint Com- 
mittee of the Eeonomie Report; the Council of Economie Advisers; several trade 
associations, and numerous other members of the business community. 

The proposed program in addition to new construction estimates will provide 
measures of the volume of maintenance and repair construction, so-called fixup 
work: figures on the volume of materials used in the various classes of con- 
struction: and, finally, residential vacancy rates in 15 metropolitan areas. 
Estimates of maintenance and repair work are now made annually but are little 
hetter than informed guesses. No information at all is collected on material 
consumption or residential vacancies. 

I think it is essential to point out that this total program was developed by 
the Department of Commerce at the request of the business community, and after 
extensive consultation both in and out of government. It contains only the high- 
est priority items, those which we in the business world know can only be com- 
plied by the Government. It is almost universally agreed that these figures must 
he made available if policy decisions of both government and industry are to be 
sound. As our economy becomes more complex, it is elementary that more 
facts are needed in order to assure continuing stability and growth. 

Construction, this year, will probably total over $50 billion, but we really do 
not know how much. The industry is comprised of hundreds of thousands of 
business establishments operating in every city, town, and village in the country. 
It has tremendous potential, as we all know, for booms and busts. In spite of 
its importance, however, less money is spent in compiling facts about it than any 
other activity of comparable size. In the present fiscal year, construction statis- 
tics programs of the Federal Government cost less than one-twentieth that of 
agricultural statistics, excluding expenditures for the census of agriculture. 

We believe it is essential in the interests of intelligent operation of our economy 
that the Business and Defense Services Administration appropriation in H. R. 
6367 be increased $800,000 to improve construction statistics. 


OFFICE OF BUSINESS ECONOMICS 


The gross national product and national income statistics, prepared by the 
Office of Business Economics, are extensively used as indicators of business 
activity. Appropriations for this agency were $900,000 in fiscal 1955, and the 
Budget estimate for fiscal 1956 was $1 million. This increase of $100,000 was 
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provided to improve national income Statistics, using data from the 1954 Censuses 
of Manufacturers, Business, and Agriculture. 

H. R. 6367 included $975,000 for the Office of Business Economics, but $75,000 
was allocated for a “special study of unemployment throughout the country,” 
The decrease means much needed improvement in National Income Statistics will 
he considerably delayed. The appropriation of $75,000 to study unemployment 
was not included in the Office of Business Economics Budget for fiscal 1956, 
and this type of study is foreign to usual Office of Business Economics activities 

More data on unemployment are vitally needed, but we believe it can best he 
obtained by allocating additional funds to the Bureau of the Census, for improv- 
ing their current labor force statistics. 

The chamber urges restoration of the Office of Business Economies funds to 
the $1 million requested in the Budget, and striking the allocation of $75,000 for 
a study of unemployment. 

Commerce Department statistics are of extreme value to American business 
They are valuable tools in planning the products and facilities required to meet 
consumers’ needs. 

Business needs prompt and accurate statistics for day-to-day and long-range 
planning. Government also needs these statistics for the same reasons. 

In most cases poor statistics are worse than no statistics. Poor or inadequate 
statistics can be highly misleading and even dangerous. The 1956 Budget included 
increased funds for the Commerce Department to improve the quality and ade- 
quacy of its statistical reporting. These increases were eliminated by the House 
in H. R. 6867. The Chamber of Commerce urges restoration of these funds. 


Department of Commerce budget for statistical programs 


le ate 
1956 appro- 1956 any ) 
tion 
Priations in pria io 
H. R. 6367 supported 
; 1367 
by chamber 


1955 appro- 1956 budget 
priations estimate 


Census Bureau: 
Salaries and expenses (current programs) $6, 200, 000 $7, 400, 000 : 000 | $7, 400, 000 
Census of agriculture __- 16, 000, 000 6, 000, 000 5, O00 5, 500, 000 
Censuses of business, manufacturers, and | 
mineral industries &, 430, 000 4, 655, 000 000 | , 655, 000 
Intereensal housing survey ‘ 500, 000 500. 000 


Total, Census Bureau 30, 630, 000 18, 555, 000 7. 18, 055. 000 

Office of Business Economics: Salaries and 
expenses ; 900, 000 1, 000, 000 
Business and Defense Services Administra- 
tion: Salaries and expenses 6, 320, 000 47, 300, 000 ° 6, 000 


21, 000, 000 


6 7, 187. 000 


Total, Department of Commerce 37, 850, 000 | 


| 
26, 855, 000 22, 873, OO | 26, 233, 000 


! Includes $75,000 for a special study of unemployment which chamber of commerce believes is foreign 
to usual Office of Business Economics activities. The chamber believes additional data on unemp 
nent is needed, but believes it can best be secured by allocation of additional funds to Census Bureau 
for improvement of current labor force statistics 


2 See note 1 regarding $75,000 for special study of unemployment. 


Only $100,000 of these funds are for statistical programs—construction statistics. 

4 Includes $900,000 for statistical programs—construction statistics. 

5 Reduced to 1955 appropriations level, as transfer of Defense Air Transport Administration activities 
to Office of the Secretary reduces BDSA funds $122,000. Includes only $100,000 for construction 
Statistics. 

6 Reduced $122,000 below 1956 budget estimate due to transfer of Defense Air Transport Administration 
ictivities to Office of the Secretary. The $7,178,000 includes $900,000 for construction statistics, 


GALLOPING GUESS SUPPLANTED 


Lewis D. Crusoe, executive vice president, Ford Motor Co., told the San Jose 
(Calif.) Chamber of Commerce that the “rail-fence galloping guess” has been 
supplanted by accurate business forecasting based on market research. 

The application of scientific forward planning provided the information that 
led Ford to add $625 million to its $1,700 million expansion program, he said 

“We feel that our business is too valuable to the national economy to be 
jeopardized by individuals who volunteer to run it on the basis of their opinions, 
or to guide its course by seaman’s eye,” he said. 

“We feel also that market research has reached a stage where if we neglect 
the use of the information it provides, we would be violating our responsibility 


Soures The Detroit Free Press, May 19, 1955. 
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STATISTICAL PROGRAMS 


Mr. Eeeerr. | am marketing research manager, Ford Division, 
Ford Motor Co., and a member of the committee on business statistics 
of the chamber of commerce of the United States. I appear on behalf 
of the chamber regarding Department of Commerce appropriations 
for statistical programs in H. R. 6367. 

Senator Hottanp. Has that to do with some of the special programs 
of the Census Bureau ? 

Mr. Eccrerr. The Census Bureau and others, and the restoration of 
the amounts estimated in the President’s budget for the fiscal year 
1956. 

Senator Hotianp. You are interested, likewise, in the program of 
the business economics ? 

Mr. Eacertr. That is right. I will cover each of those briefly, 
specifically, as I come to them. 

For a little background, when our economy was simpler and less 
interdependent, there was less need for statistics, a hundred years ago 
as we do today. But in today’s highly dynamic economy, with its 
steady population growth, a constant shifting of population, new raw 
materials continually being developed, new products reaching the 
market daily, and indeed whole new industries, both the Government 
and business executive are in constant need of up-to-date, high-grade 
statistical information. 

Commerce Department statistics are extremely valuable to Ameri- 
can business, and are widely used in day-to-day and long-range 
planning. I have some illustrations later which I believe will illus- 
trate that. However, their usefulness can be increased considerably 
by improvements in qui ality, by more prompt release of information, 
and by filling in gaps in coverage. The 1956 budget included increased 
funds for several much needed improvements. 

In other words, this money would make information available more 
accurately and more promptly, but these increases were eliminated in 
Hi. R. 6367, as passed by the House. 


EFFECT OF HOUSE REDUCTIONS 


I will briefly discuss the effects of these reductions upon the statisti- 
cal programs. We request that 1.2 million be restored. This would 

raise the amount back up to the budget suggestion of $7.4 million from 
the $6.2 million. One item there that we think is very important is 
that the number and characteristies of our unemployment are among 
the present inadequate stati Hes. 

The 1956 budeet caatihed increased funds to increase the size of 
sample used to estimate employment and unemployment, to improve 
the statistics on finances of State and local governments, and to develop 
electronic equipment for the 1960 census of population, agriculture, 
and housing. 

Senator Hotianp. I am sure, if you had to listen as often as the 
men:bers of the committee to the arguments on the accuracy or inaccu- 
racy of the figures made available, you will realize that we understand 
that a problem exists. 

Mr. Eccrrr. I am sure you do. We feel strongly that this improve- 
ment is necessary. 
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Senator ELLenper. The truth might hurt sometime, might it not? 

Mr Eccrrr. We think that the facts are important to have. These 
are guides to our future planning, both the Government planning and 
business planning. It may be that the facts will be hurting at times, 
but at the same time they will be important to have as accurate infor- 
mation rather than surmises. 


COOPERATION OF BUSINESS 


Senator ELLenper. To what extent does business cooperate in gath- 
ering these statistics? In other words, automotive statistics must be 
obtained from people in that business. 

Mr. Eecert. That is right, and we cooperate with the Bureau of La- 
bor Statistics and other groups in supplying this information. But 
the Census Bureau collects this information directly from individuals, 
They interview a sample of people and ask them whether they are em- 
ployed or not employed. 

Senator ELtenper. That was the next question I was going to ask 
you. Is their method a proper one to follow? In other words, could 
you not make it more accurate by getting the people interested in it, 
those who want the statistics, to furnish them accurately, rather than 
take a sample here and a sample there and strike an average ? 

Mr Eccerr. The reason for getting it from individuals, Senators, is 
that this permits a classification by sections of the country, by the 
type of individuals, their nature, where they are located, their ages, 
so that we can tell whether it is the younger people unemployed, or 
whether it is the middle-aged group, or whether it is the older people. 
This is very important in the terms of the kind of action that might 
be taken to improve this. It would be very difficult for business to 
furnish the detailed kind of information that is needed. In business, 
we interview a sample of our automobile buyers when we want to know 
what they think and what they like and dislike. We produce the car, 
but we are very much interested in the customer viewpoint and in his 
epinions. I think the figures on unemployment and so on are impor- 
tant, again, and to get the individual viewpoint and the specific 
information. 

Senator Ettenper. Do you consult your customers in advance or 
after the product is made? 

Mr. Eacrertr. Both. We find it is more reliable if it is after they 
have seen the product and can evaluate it. Then their opinions are 
very important to us. I think here we have about the same case. 

Senator Hotianp. Is their anticipation or realization happier ? 

Mr. Eccerr. That depends on the specifics involved, but quite often 
we find the realization is very pleasant, with our new products, that 
they do like them. But I think the situation is somewhat the same 
here, that the only way to get the kind of detail that we need would 
be to go direct to the individual involved. 

Senator Hotianp. In other words, your point is that certain things 
you can get with your accuracy by consulting the employers and their 
records, and certain other things by consulting the employees. 

Mr. Eccerr. That is right. And the census is the one that goes to 
the employee, and we feel that this is a very important part of this 
whole picture. 
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ACCURACY OF FIGURES 


Senator Hotianp. Let me ask you a question right here. One of 
the things that has been most argued on the floor of the Senate has 
been the accurac y of the present figures in their indication of part 
employment. In other words, there has been ar gument that the army 
of unemployed, as reported by the statistics, covers only those who 
are altogether unemployed, and does not reflect partial unemployment 
which, of course, does reflect itself in purchasing power of the group 
of individuals affected, and in the general prosperity of the industry 
which those individuals are a part of. My understanding is that one 
of the improvements which is sought by the new efforts of the Census 
Bureau, which would be covered “by this added appropriation, is to 
fill in the missing gaps there. Is that your understanding? 

Mr. Eccerr. That is correct. That is my underst: inding, that the 
sample will * larger and will permit the kind of breakdowns that 
will give this additional detailed information. 

Senator Honianp. That is, on individuals who are only partially 
employed in various brackets ¢ 

Mr. Eccerr. Yes, and various age groups, and so on—that is my 
understanding. 

Senator Hotitanp. Proceed. 


DEVELOPMENT OF ELECTRONIC EQUIPMENT 


Mr. Eccrrr. The second item that we think is important in the 

category is a $200,000 item to develop electronic equipment for future 
censuses. We think that the savings by 1960 would be very substan- 
tial if experimental work was conducted now with this new type of 
electronic equipment which will help improve the efficiency of later 
efforts in this field. 

Senator ELLeENpeR. How would that be carried out? 

Mr. Eccrrr. I am not familiar with the complete details, Senator, 
but as I understand it, they will be experimenting with new types of 
electronic equipment. 

Senator ELtenper. Who are “they’ 

Mr. Eacerr. The Census coe ‘They will be experimenting 
with additional people. It takes time to train people for this very 
skilled work. By 1958 and 1960, then, they will have the facilities 
available, and the people trained, so that they can actually save 
considerable sums of money then by the expenditure of these smaller 
sums, $200,000 in this case, now. So we feel this is one of the best 
types of things for the Government to do, to spend small sums now 
that will permit greater savings later. I think this is a very impor- 

tant point, and this is applying specifically to this use of the $200,000. 

Senator Hotnanp. The testimony in chief on this question was that 
the Census Bureau now has two Univacs. They cost about $700,000 
or $750,000 apiece. 

Mr. Eccertr. That is right. 

Senator Ho_Ltanp. But there are many proposed improvements and 
refinements which can be added to them as they are developed and 
tested out, and there are many smaller, completely independent oper- 
ations, each of which might add very greatly to the economy of their 
action. For instance, there was discussion of a proposed—or maybe 
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it is actual—electric typewriter which would take the microfilm and 
reproduce it into a letter at the rate of 3,000 words a minute. 

Mr. Eacerr. And that would speed up the release of the information. 

Senator HotLanp. That speeds up the release, and also very greatly 
economizes the release of the information. ‘That is the type of thing 
that they are talking about in the matter of having constant research 
and experimentation in the effort to improve their electroni: 
equipment. 

Mr. Eccrerr. That is correct. 


LABOR OPPOSITION 


Senator ELLpnper. Are you not inviting labor opposition by doing 
away with a lot of employees? 

Mr. Eccrrr. Well, I think our economy has prospered tremendously 
over a long period of years by the introduction of-— 

Senator ELLENpDER. Do you mean it has expanded ¢ 

Mr. Eceerr. It has expanded, and real income has increased as a 
result of using these technical devices rather than muscles of people. 
[ think we all enjoy a better standard of living as a result of this kind 
of technical advance. 

Senator ELLenper. This technical advance is bound to give more 
leisure. After awhile, you are going to have people engaged in work 
coming in and asking us to reduce the 8-hour day to 5 hours. If that 
should occur, a man would have leisure to spare. 

Mr. Eecert. Of course, the workweek has changed tremendously 
over a period of years. It is very interesting speculating the future 
eee here. This would be a very minor part of that whole 
broad program. 

Senator Hottanp. The work force of Ford Motor Co. has not 
diminished any since the days you put out the old style Ford, the 
model T. 

Mr. Eecerr. That is right. It has actually expanded. 

Senator EvLenper. It expanded because of the greater production. 

Mr. Eccrrr. The greater production, and the fact that human wants 
seem to be invariable. People want 2 cars now instead of 1 car. 

Senator ELLenpER. I envy them. 

Senator Hottanp. Proceed. 


CENSUS OF BUSINESS, MANUFACTURES, AND MINERAL INDUSTRY 


Mr. Eaeert. The second item that we would like to talk about»spe- 
cifically is the census of business, manufactures, and mineral indus- 
tries. We are asking that the $655,000 that was cut be restored for 
these specific studies. This reduction will delay by several months 
the data that has already been collected in the 1954 census, and some 
final tabulations will be omitted entirely unless these additional funds 
ure provided. 

It seems logical to us that this important information be released 
as promptly as possible. It is consistent with our position that this 
information is most useful if it is released promptly, and that this 
additional money will permit the prompt release of this information, 
and is therefore very important from that standpoint. 





COMMERCE AND RELATED AGENCIES, 1956 647 


Senator Hottanp. If you wait long enough, that information be- 
comes just of academic value. 

Mr. Eacerr. That is correct. Now, in connection with the census 
of agriculture, the budget for 1956 included $6 million to complete 
he tabulation, but this appropriation was cut to $5.5 million in HL. R. 
6367. The Census Bureau states that more efficient methods and other 
economies adopted will permit the completion of the census of agri- 
culture as originally planned with the $5.5 million contained in the 
House bill, and the chamber therefore recommends this lower figure. 
This is the kind of thing we like to see. If they can get the job done 
with increased efficiency, we are certainly in favor of ec onomy that 
still permits the information to be made available promptly, but 
through increased efficiency still accomplish the task. 


REDUCTION IN NUMBER OF FARMS 


Senator Honianp. ‘There was one factor which was reported to us 
in this hearing, the disappearance of 300,000 individual farms. So 
that is not a happy situation. 

Mr. Ecorrr. No; although the farms are becoming more efficient 
in that.sense, expanding in size with the use of equipment, some of 
which our company produce es. 

Senator ELtenper. That is a dangerous trend. 

Senator Hottanp. At any rate, what we are interested in in this 
particular part of the hearing is reporting the trend. 

Mr. Ecarrt. Yes; reporting the trend, and they are able to do this 
with less money. We commend them for it. 


PERCENTAGE OF POPULATION ON FARM 


Senator ELLtenper. Seventy-five years ago we had around 82 or 
percent of the people on the farm engaged in producing food and fiber. 
for themselves and the rest of our people. Today it is just the reverse. 
It is about 13 percent on the farm now, and the rest are in industry. 
The trend is such that in the next few years only about 9 to 10 percent 
of our population will be engaged in farming and the rest in industry. 
I think it is a dangerous thing to have your lifeblood, food, and fiber 
in the hands of so few people, and all mechanized. 

Senator Hot.tanp. I agree entirely, and yet it is important that we 
know what that trend is and that we know it as quickly as we can. 

Mr. Eacrrr. Yes; to know it as fast as we can. 

Senator meeaaite. Then we can keep up with it. 

Mr. Eacerr. I think it is also important to commend agriculture 
for the tremendous technological advances that they have made 
in this field, that we are producing this food with much less efforti 
than they used to, and the people are enjoying a higher standard of 
living. 

Senator ELLenper. I am disappointed since we are anxious to learn 
about the agriculture part, that they see fit to cut that back. 

Mr. Eccrrr. They are providing what they agreed to provide with 
the decreased funds. 

Senator Hotianp. They made it very clear, Senator, and I was in- 
terested.in the same fact. They are not curtailing in the slightest the 
information that they are gathering, but they were simply able 
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to report to us the full results of their agricultural census with a 
smaller outlay of expense than they had estimated. 
Mr. Eaeerr. That is correct. 





INTERCENSAL HOUSING SURVEY 


The other area that we are interested in is the intercensal housing 
survey. The budget request was an item of $500,000 for an intercensal 
housing survey. This item was eliminated. We have strongly sup- 
ported “this program through the various stages of consideration by 
the administration. The type of information ‘which it will provide is 
not available from any other source. There is much concern in the 
Government and among other private firms that deal in housing over 
the question of whether the Nation is overbuilding. 

The information necessary to answer this question is very inade- 
quate and incomplete. We know that for the past several years the 
number of new families established has been less than the number 
of new houses built, and this kind of information will help give us 
better facts, factual information in this important area. The cham- 
ber urges, therefore, restoration of this $500,000 for this intercensal 
housing survey. 

Senator Hoitianp. There is a very important governmental ques- 
tion involved because a large part of this housing has been financed 
upon Federal guaranties, and if we are over rbuilding, the Federal] 
Government is the most interested participant and ought to know 
that fact and how to prepare to meet it. 

Mr. Eacertr. There, again, the facts will help us plan ways and 
means of meeting any given situation. 







CONSTRUCTION STATISTICS 


The next area is on construction. The Business and Defense Serv- 
ices Administration funds in the 1956 budget. included $800,000 to 
improve and expand its work on construction statistics. This was 
eliminated by the House. We feel that this should be restored. <A 
special chamber committee studied the present construction estimates 
and we know they are badly in need of improvement. Every person 
in the group who has considered them has arrived at this same con- 
clusion, including the Joint Committee on the Economic Report, and 
the Council of Economic Advisers, various trade associations, and 
other groups. The proposed program, in addition to new construc- 
tion estimates, will provide measures of the volume of maintenance 
and repair construction, the so-called fix-it-up and do-it-yourself 
type of activity, figures on the volume of materials used in various 
classes of construction, and finally the residential vacancy rate in 
the about 15 metropolitan areas which are so important. We do not 
have facts now on how many vacancies there are now in these 15 
major metropolitan areas, and we think it would be useful. We 
think in construction it will be over $50 billion this year. It is very 
important in a $50 billion industry to have some additional infor- 
mation and some additional facts to know what is going on. There- 
fore, we recommend that the $800,000 to improve constr uc tion statistics 
be reinstated. 

We are asking for an addition of $25,000 for the Office of Business 
Economics. The chamber urges the restoration up to the $1 million 
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mark requested in the budget, but suggests a striking out of $75,000 
for a study of unemployment. We feel that the Census is better 
able to handle the study of unemployment, and that the funds used 
there would be better than to have them in the Office of Business 
Economics. 

Senator Hotianp. In other words, if there is a shortage in the 
program for that purpose, you would rather have it supplied there 
than to have a paralleling activity ? 

Mr. Eacerr. That is right. 

Senator E.tenper. Aside from that, there would be a little dupli- 
cation. The Labor Department does a lot of ae too. 

Mr. Eccrerr. That is correct. Therefore, we feel that to avoid dupli- 
cation the funds would be better appropriated in the Census area 

Senator ELLenper. I wonder why they have it in 2 or 3 plac es? 
Why separate it? 

Mr. Eccert. This is an important issue, Senator, that we have 
considered, our committee has considered, a number of times. There 
are some advant ages in having the Bureau of Labor Statistics supply 
the information. They collect the information from the companies, 
and we furnish our figures to the Bureau of Labor Statistics. We 
think those are very important and are very useful. But the Census 
is best prepared to have the interviewing out and do the interviews, 
and the sampling work and so on. So there are some adv antages of 
having the work, the unemployment work, split in these two areas. 
There would also be same advantages to have it centralized, and I 
think we could say this is a question we are considering further in 


our committee. 
VALUE OF STATISTICS TO BUSINESS 


I would like to summarize here that the Commerce Department 
Statistics are of extreme value to American business. They are valu- 
able tools in planning the products and facilities required to meet 
consumers needs. Business needs prompt and accurate statistics for 
the day-to-day and long-range planning. Government also needs 
these statistics for the same reasons. In most cases, poor statistics 
ure worse than no statistics. We would like to underline that. This 
is one of the reasons that these funds are needed, to improve the 
statistics. Poor or inadequate statistics can be highly misleading and 
even dangerous. 

The 1956 budget included increased funds for the Commerce De- 
partment to improve the quality and adequacies of its statistical 
reporting. These increases were eliminated, and the chamber urges 
the restoration of these funds. 

I would like to illustrate the use by business of this information. 
I would like to quote from a thought that Mr. Lewis D. Crusoe, execu- 
tive vice president of the Ford Motor Co. gave recently, when he said 
that— 

The rail fence galloping guess has been supplanted by accurate business fore- 
casting based on accurate market research. The application of scientific for- 
ward planning provided the information that led Ford to add $625 million to 
its $1,700,000,000 expansion program. We feel that our business is too valuable 


to the national economy to be jeopardized by individuals who volunteer to run 
it on the basis of opinions or to guide its course by the seaman’s eye. We feel 
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also that market research has reached the stage where if we neglect the use of 
the information provided we would be violating our respoxusibility. 

In Mr. Crusoe’s talk, there were nine references to specific informa- 
tion that had their roots in the Department of Commerce. Much of 
the planning work, and I can say this definitely, in the Ford Motor 
Co. is based on the information that has its start and its accuracy and 
its foundation in the information that the Department of Commerce 
provides. We do use it, and we think this information is useful. | 
have just brought with me here one chart, out of many, that illustrates 
the kind of information that we use in our basic planning work. The 
headline on this says “22 percent more consumer income by 1960.” 
‘This is ourestimate. This not the Department of Commerce estimate, 
but it is our estimate, but you will notice that the source of the data 
is the United States Department of Commerce. 


DISPOSABLE INCOME 


Back in 1941, the economy was $170 billion in disposable income 
after taxes, and these are all the 1954 dollars. Today we have an 
income of $253 billion, a 50-percent increase in this per iod. We expect 
another 22 percent increase in the real income of people from 1954 
to 1960. 

As Mr. Crusoe pointed out, we are basing our plans, in part, upon 
this kind of information the Department of Commerce provides when 
it is available to us. It is because of the uses that we make of this 
information that we feel so strongly that this additional money that 
they have requested here should be made available to improve the 
accuracy of this information, to improve the speed with which it is 
released and provided to us. 


PROBABILITY OF TLIGHER WAGES 


Senator ELLENDER. In making these estimates, let’s say from 1954 
to 1960, wherein you say that the increase will be 22 percent, what 
weight do you give to the probability of higher wages being paid 
inthe meantime? What is your yardstick there ¢ 

Mr. Eocerr. We have considered the fact that productivity will 
increase at the rate of about 5 percent a year. It has increased here 
in the past at about. 3 percent. 

Senator ELLENDER. Do you mean in labor? 

Mr. Eecrerr. Yes; a 3-percent increase in productivity. A part of 
that certainly will be reflected in the wage-rate increases throughout 
this period. 

Senator HoLLtanp. We inserted into the record a letter from the 
United States Chamber of Commerce stating the general position 
of that body as being in complete support of the position you have 
taken in more detail today. 

Mr. Eacert. That is right, sir. 

Senator Hotianp. We understand that this represents the com- 
bined views of all the business groups who participate in the United 
States Chamber of Commerce. 

Mr. Eccert. That is right. Thank you very much. 

Senator Homnanp. Yes, sir. 
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PANAMA CANAL ZONE 


CENTRAL LAvor UNION—METAL TRADES COUNCIL, A. F. or L., OF THE PANAMA 
CANAL ZONE 


STATEMENT OF HOWARD E. MUNRO, LEGISLATIVE 
REPRESENTATIVE 


GENERAL STATEMEN’ 


Senator HoLianp. We have three witnesses to speak on the Panama 
Canal problenis. 

I will call Mr. Munro. They «re listed in the order in which they 
applied to be heard, and he is listed first. 

Mr. Munro? 

Mr. Munro. Mr. Chairman, and members of the committee, my 
name is Howard KE. Munro. I am the legislative representative of 
the Canal Zone’s Central Labor Union and Metal Trades Couneil. 
| am an employee of the Panama Canal Company and have lived on 
the Canal Zone since May 1943. At present, 1 am on lenve without 
pay from the Panama Canal Zone Company. 

The organizations which I represent are the central bodies of 26 
unions affiliated with the American Federation of Labor. The mem- 
bership of these unions are the United States citizens employed by 
the United States to operate, maintain, and protect the Panama Canal. 


COMMUNICATION 


In addition to the A. F. of L. groups, I am also representing the 
Order of Railroad Conductors, the Brotherhood of Locomotive Engi 
neers, the Railroad Telegraphers, and the American Train Dispatch- 
er’s Association. I have a letter signed by Mr. L. V. Byrnes, the 
assistant grand chief engineer, and Mr. W. D. Johnson, vice president 
of the Order of Railroad Conductors, which I would like to read and 
have inserted into the record at this place. 


As representatives of the Brotherhood of Locomotive Engineers and the Order 
of Railway Conductors and Brakemen, we are very much concerned about the 
proposed abandonment of the Panama Railroad now being sponsored by the 
hewly organized Panama Canal Company. 

We have investigated this proposed abandonment to some extent and we have 
also discussed the matter with officials of the Panama Canal Company. We 
are, therefore, of the opinion that it would be unwise under present world con 
ditions to terminate the operation of the Panama Railroad. 

We have been closely associated with Mr. Howard E. Munro for the past 
several months. We have very carefully read the statement that he will present 
to your committee on June 4, 1955, and we are in full accord with his views 
Therefore, in order to conserve the time of your committee, we have authorized 
Mr. Munro to include our respective organizations in his statement. This letter 
will confirm our authorization and we respectfully request that it be made a 
part of the record of this hearing 

We trust that this committee will give serious consideration to Mr. Munro's 
request and arrange for a thorough investigation by a congressional committee 
before further action is taken in connection with the proposed abandonment of 
the Panama Railroad. 


It is signed by Lawrence V. Byrnes and W. D. Johnson. 





652 COMMERCE AND RELATED AGENCIES, 1956 


PREPARED STATEMENT 


Rather than read my entire statement, I would like to have it in- 
serted in full in the record, and with your permission I would like to 
comment briefly on a few points. 


Senator Hotianp. The full statement will be inserted and you may 
highlight it as you see fit. 
(The statement referred to follows :) 


STATEMENT OF HowWarp E. Munro, LEGISLATIVE REPRESENTATIVE, THE CENTRAL 
UNION-METAL TRADES CouNcIL, AFL, oF THE PANAMA CANAL ZONE 


Mr. Chairman and members of the committee, my name is Howard E. Munro. 
' am the legislative representative of the Canal Zone Central Labor Union and 
Metal Trades Council. I am an employee of the Panama Canal Company and 
have lived on the Canal Zone since May 1948. At present I am on leave without 
pay from the Panama Canal Company. 

The organizations which I represent are the central bodies of 26 unions affil- 
iated with the American Federation of Labor. The membership of these unions 
are the United States citizens employed by the United States to operate, maintain 
and protect the Panama Canal. 

SCHOOLS 


IT appear here today in support of the position taken by the House of Represent- 
atives when they passed H. R. 6367, in regard to the reestablishment of free 
kindergartens in the Canal Zone public school system. This reestablishment 
was stated in their report (H. Rept. 603) as: “The committee recommends that 
free public kindergarten be reinstated as soon as possible.” 

Prior to fiscal year 1955, the public school system of the Canal Zone was free 
through high school. Tuition is now and has always been charged for the Canal 
Zone Junior College. 

The result of language placed in Senate Report 1373, 83d Congress was that 
the Canal Zone Government started collecting tuition of $8 per month or $72 
per school vear for kindergarten which had been free since the inception of the 
school system. 

As a result of a conversation with the Elementary Schools Section, Office of 
Education, Department of Health, Education, and Welfare, they sent me a copy 
of their release “Status of Kindergartens in the U. S. A.” revised June 1954. 
The pertinent part of this report includes the statement: “All States, with the 
exception of one, have permissive legislation for kindergartens.” This is fol- 
lowed by 3 tables: one giving the 10 States showing the highest kindergarten 
enrollments in 1949-50. The second gives the 8 States showing the smallest 
enrollment. The third lists the 8 States reporting no kindergarten enrollment. 
1 am informed that this reference is made to free public school systems, as the 
Office of Education does not compute data on private schools. 

We believe that if free public kindergartens are available in 40 of the 48 
States, that free public kindergarten should be available in the Canal Zone. 

As far as we have been able to ascertain, the Canal Zone school system 
kindergarten enrollment on October 15, 1954, was: 


Children of—- Number 
Company-Government employees_ 
Department of Army 
Department of Navy___-----~-- 
Department of Air Force 
Miscellaneous Federal agencies__ 
Non-Government employed residents 


Total 


The four children of non-Government employed residents are children of the 
limited category of persons allowed to reside on the Canal Zone, which include 
religious workers, employees of banks, oil-handling companies, shipping agents, 
ete. 

The present tuition charged for each child is $8 per month, or $72 per school 
year. The total cost, based on tuition charged, to include kindergartens under 
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the same conditions prevailing for grades 1 through 12 will be $38,016. Of 
this amount, the Canal Zone Government will recover $28,224 from the other 
involved Federal agencies. 

It is our belief that an increase of $10,000 in the Canal Zone school appro- 
priation, accompanied by appropriate language in the committee report to 
include kindergartens in the principle of free education on the Canal Zone, 
will bring the Canal Zone school system in line with 40 of the 48 States. 

While we feel that there may be a very few United States citizens who have 
not sent their children to kindergarten this school year because of tuition 
charges, we do not believe there will be any appreciable increased enrollment 
when free kindergarten is restored. 

We invite your attention to the fact that kindergartens were free in all school 
years up to and including 1954. Tuition was charged in the 1955 school year. 
We fail to see how there would be any additional expense to the Canal Zone 
Government for school plant should free kindergarten be reestablished in the 
1956 school year. In the lapse of the 1 year’s time we feel that the normal 
increase in the number of children of kindergarten age has been offset by the 
decrease in number of families residing on the Canal Zone. 


EMPLOYEES’ HOME LEAVE 


During the consideration of H. R. 4903, the Second Supplemental Appropria- 
tion Act of 1955, discussion was had on the employees’ home leave transpor- 
tation. Public Law 737 of the 83d Congress authorized, under certain condi- 
tions, travel expenses from posts of duty outside the United States to the em- 
ployees’ home in the continental United States. 

The discussion was not regarding the paying of this expense, but the method 
used to determine the rates to be charged for their service. 

Before proceeding further, I wish to state that when the legislation was 
under consideration, I testified in favor of the enactment of Public Law 737. It 
was not my intention then, nor now, to abuse the intent of this law. The basic 
travel law, the Administrative Expenses Act of 1946, as amended, is quite clear 
that the travel shall be by the cheapest first-class accommodations available. 
We interpret that to mean the least expensive to the Federal Government and 
not necessarily the cheapest method derived by bookkeeping. 

In our opinion, since the enactment of Public Law 841, Sist Congress, reorgan- 
izing the Panama Canal, the present Canal Zone Government and Panama 
Canal Company has become an auditors’ paradise. In some cases, and we 
believe this is one, we are of the opinion that in the quest of a perfect book- 
keeping system that all sight has been lost of the power to reason. 

Public Law 841, 8ist Congress requires the Panama Canal Company to pay 
the costs of the Canal Zone Government. Therefore, if the Panama Canal 
Company charges the Canal Zone Government $10 for a trip to New York, the 
-anama Canal Company pays that $10. If the charge is $100, the Company 
pays that amount. In other words, the Company pays itself for the passage. 
Now, if the Panama Canal Company charges the Canal Zone Government a 
figure in excess of the cheapest first-class rate, the basic law provides that 
the Canal Zone Government use the cheapest rate, and the Panama Canal 
Company will then pay another common carrier. At the same time, the Pan- 
ama Canal Company will operate their own facilities with empty spaces. 

The operation of the Panama Line is a necessity for the operation of the 

2anama Canal. The cargo carried and the control of sailings is imperative 
to the operation of the canal. The available passenger space during the school 
vacation period is a necessity from the employees’ standpoint. 

It is hard for us to understand the Panama Canal Company paying another 
common earrier for services they can furnish, simply because a perfect book- 
keeping system requires the tariff to reflect a proportionate share of all costs. 
The interest on the capital investment of the ship, the ship’s depreciation, the 
ship’s share of the general corporate expenses, the dock fees in New York, the 
expense of the steamship office, and except for the passengers’ direct expense, 
the Panama Line’s expense will be the same whether John Doe travels Panama 
Line or some other common carrier. In our opinion, to pay another common 
carrier any amount in excess of a passenger’s direct expense on the Panama 
Line, is not using the cheapest first-class accommodation available. In our opin- 
ion, this also increases the cost to the Federal Government as only Federal em- 
ployees are affected by Public Law 737, 83d Congress. 
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INVESTIGATIONS, STUDIES, ETC., FOR TRANS-ISTHMIAN HIGHWAY WITHIN CANAL ZON} 


The appropriations for the fiscal year 1955 included $90,000 for this project and 
another $90,000 is requested for the fiscal year 1956. 

The Appropriation Committee, when reporting (H. Rept. 1845) H. R. 8867, the 
appropriation bill covering the Canal Zone Government for fiscal year 1955, had 
this to say regarding the expenditure: “The committee calls to the attention 
of the Secretary of the Army the desirability of a study as to the need and cost 
of a Trans-Ishmian Highway entirely within the Canal Zone.” The Senate 
Appropriation Committee, when reporting (S. Rept. 13738) H. R. 8367, had this to 
say: “In view of the testimony presented to the committee relative to the desir 
ability of replacing the railroad by a highway entirely within the Canal Zone, the 
committee desires that the purchase of the new boxcars programed for fiscal 
year 1955 be deferred. It is desired that the Governor and the Board of Direc 
tors give further consideration to the feasibility of replacing the railroad with 
a highway totally within the Canal Zone, utilizing the existing roadbed where 
practicable for the highway. This study should include an estimate of the cost 
of the new facilities required for this alternate means of transportation together 
with a comparison of the cost of operation and maintenance of the railroad and 
the highway.” 

It is my understanding that such a study has been made with copies of the 
report being furnished this committee. I have not seen the report, therefore, I 
am unable to comment on it, The Nation, a daily newspaper printed in Panama 
City, Republic of Panama, carried a story on April 3 of this year, to the effect that 
the Governor of the Canal Zone was seeking a sum estimated at $9 million for the 
construction of a new Trans-Isthminn Highway completely within the Canal 
Zone. It also stated that financing of this project runs into fiscal year 1957. 
The $9 million figure is apparently based on a 2-lane, 24-foot highway, with an 
additional estimated amount of $6 million for an additional 2 lanes to make it a 
4-lane highway. 

Without making an expensive survey and soil study, our people have cone 
up with an estimate of S830 million for a 2-lane highway and $35 million for a 
4-lane highway. The only similarity between the newspaper report and our 
figure is the additional cost of a 4-lane over a 2-lane highway; i. e., 86 million 
and $5 miliion. 

soth the newspaper clipping and our figures cover only the 22 miles from 
Gamboa to Gatun, the present roads to Gamboa and Gatun being used to cover 
the balance of the distance from Ancon to Cristobal. 

I might add that the present Trans-Isthmian Highway, which is totally within 
the Republic of Panama, is a two-lane highway and is the most dangerous road 
I have ever experienced. The committee should weigh carefully the safety angle 
before any decision is reached to build any road. 

Should this new highway replace the railroad, all the freight on the Canal 
Zone will have to be handled by trucks and trailers on it, regardless of size or 
weight. We invite your attention to the fact that a railroad cannot be re- 
habilitated overnight. Once tfit€-;nilroad is gone, it is gone. 

We want to make our position clear on the abandonment of the Panama Rail- 
road. We believe it is our duty as United States citizens who have firsthand 
experience on the Canal Zone to eall this abandonment of the Panama Railroad 
to your attention. It is a major change in the policy of the Panama Canal 
Company. While it is true, we are vitally interested in the welfare of the 
91 United States citizens who will be displaced by this move, we do not expect, 
nor will we ask for any special treatment above that given in similar cases in 
the continental United States for these displaced United States citizens should 
the railroad be abandoned. We do, however, concur in the language placed in the 
House committee report on this subject. and IT quote: “A majority of the com- 
mittee believes that the abandonme:t of the railroad should be looked into by the 
appropriate legislative committees of the House of Representatives before any 
further action is taken on this matter.” We recommend that this committee 
take similar action. We would like to add, however, that while we have no 
preference as to which congressional committee investigates the abandonment. 
we do recommend that it be done by a congressional committee. 

We believe we have fulfilled our obligations as United States citizens by 
making this request to your committee and we will be satisfied to rely on the 
judgment of any congressional committee investigating the matter. 

Congressman Clarence J. Brown recently visited the Canal Zone and looked 
into the railroad situation. On page 120 of the report of the Commission on 
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Organization of the Executive Branch of the Government on the Panama Rail 
road in House Document 125, 84th Congress, he has this to say regarding the 
abandonment: “In our inquiry at the Canal Zone it is important to empliasize 
that while the top military command agreed with officials at the departmental 
level that the railroad ‘* * * is not considered to have any significant defense 
value,’ none of the subordinate military men agree with this decision. They 
suggest that if for any reason the canal was rendered inoperative, even for a 
relatively short period, every possible means of transporting cargo across the 
isthmus would become vitally important. The decision to abandon the railroad 
is influenced by a strong desire to construct a highway within the Canal Zone.” 

The Commission's recommendation on the abandonment is: “That the appro- 
priate committees of Congress examine the circumstances surrounding the 
decision to abandon the Panama Railroad before it authorizes or appropriates 
in favor of the new highway construction.” We believe this should be done 

We base this belief on reasoning supplied us from various sources, which, 
when put together, does not make sense to us. 

It is a fact that military freight handled by the railroad has been declining. 
We attribute this to the military desire to be self-sufficient rather than to cost. 
The cost of truck operation by the military is absorbed in their military budget 
and does not reflect in the Canal Zone Government or Panama Canal Company 
finances. There is no interest or depreciation returned to the Federal Treasury 
on money spent by the military for trucks or equipment on the Canal Zone, but 
the Panama Canal Company is expected to pay these costs on their equipment. 
Therefore, in our opinion, this factor should be figured the same way when a cost 
comparison is made. Either both should pay, or neither, to get a true comparison. 

The General Accounting Office on page 52 of their audit report for fiscal year 
1958 (CH. Doe. 473) states that the main line, yards, and spurs total approxi- 
mately 155 miles of track. It is plain to see that this cannot be replaced by a 
2929-mile highway. Additional roads, parking areas, and storage spaces will have 
to be built. This additional expense should be considered at this time as a 
part of the railroad abandonment program. 

Consideration should be given to the fact that the Federal Treasury receives 
the current going rate of interest and depreciation on the railroad plant valued 
at about $12.5 million. The highway used to replace this investment is reported 
to cost $9 million. The Federal Treasury will not receive interest and deprecia- 
tion on this amount as it will be a Canal Zone Government investment. As such, 
interest and depreciation are not payable. We believe that interest and depre 
ciation should be deducted from the railroad figures, and highway maintenance 
should be added to the proposed highway figures before any comparison of costs 
be made. Based on fiscal year 1954 operation, it is alleged that it cost the Com 
pany-Government $3.64 per ton for hauling the Company-Government freight 
The best estimates that are currently available are that it will cost $3.59 per 
ton for hauling the Company-Government freight over the proposed highway 
The $3.64 figure includes depreciation, while the $3.59 figure does not include 
depreciation or maintenance of the highway. 

There has been criticism that the railroad has not been able to operafe on a 
break-even basis if they are required to pay an allocated share of the costs of 
the Canal Zone Government and the general corporate expenses. We do not 
helieve that the abandonment of the railroad will decrease the costs of the Canal 
Zone Government or the general corporate expense. We fail to see how the 
new highway will contribute anything toward these costs either. Therefore, in 
our opinion, there will be nothing gained by this proposed abandonment. 

It has been called to our attention that some time ago, Terminales, S. A., one 
of the larger trucking firms in Panama, expressed a desire to ship their truck- 
trailers “piggyback” on the Panama Railroad. This consolidated truck-railroad 
service is used satisfactorily in the United States. One of the motives behind 
this desire could well be the lack of interest in driving over the present trans- 
isthmian highway. Should this idea be general among the Panamanian truck 
companies, the railroad would net be in competition with them, but would be a 
valuable asset. Such “piggyback” service would also return some of the lost 
revenue to the railroad. 

Former Governor Maurice H. Thatcher, at a meeting before the Panama Canal 
Society, held here in Washington on May 21, said the abandonment of the rail- 
road would be shortsighted and unwise, and the cost of a new highway would 
be very great. In a local newspaper, he is quoted as saying “The railroad 
should be regarded as insurance against a possible disruption of Panama Canal 
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traffic by landslide or other emergency. It would then be indispensable to main 
tenance of large-scale transportation across the isthmus.” 

At the same meeting, Gen. James G. Steece (retired), former engineer of main- 
tenance of the Panama Canal, is quoted as saying: “If slides should close the 
Panama Canal, no highway could meet the needs, and the railroad would be abso- 
lutely necessary. In World War II we could not have fought the war without 
that railroad.” Steece said that conversion of the railroad right-of-way to a 
four-lane highway would offer great engineering difficulties because of land 
subsidence in some of the soft areas. 

There is still another point which we believe should be considered. That is 
the disposition of the present railroad employees. 

I would like to have inserted in the record at this point the personnel history 
of the 91 United States citizens employed on the railroad. The insertion shows 
their age and years of service. 

A breakdown by age group follows: 


PO NON tibet ie anita nam cnetaiee ee jetta nen pice papeneaaaille mained 3 
BOCWORR Ol ONG Go FORTS Gil icine ceteiincwnncex hice ikece so enensa cade este dan 22 
I NR OC a i 17 


Between 45 and 50 years old 
45 years old or older 


Fifty-six of these employees are over the normal hiring age for employment in 
the United States. 


A breakdown by years of service follows 


Between 25 and 30 years’ service on the Canal Zone_______________________ 6 
Between 20 and 25 vears’ service on the Canal Zone__________-__-__ a ee 
Between 15 and 20 years’ service on the Canal Zone_ acdrpdiecus nae eee Pees 19 
15 or more years’ service___.-____- 3 


Railroads in the United States come under the supervision of the Interstate 
Commerce Commission, who investigate railroad abandonments before such 
actions are taken. Along with other consideration, the protection of the em 
ployee is one point of concern. There are several procedures used to protect 
the employee; namely, the Oklahoma agreement, Burlington agreement, Chicago 
& Northwestern agreement, and the Washington agreement. One of the methods 
used is the establishment of severance pay in accordance with a schedule provided 
in the Washington agreement. We do not believe we are unreasonable to expect 
the Panama Canal Company to follow this agreement should they abandon the 
railroad. The costs of this protection should also be considered in the cost of 
replacing the railroad with a highway. 

We respectfully ask that a congressional committee investigate the entire situ- 
ation of the abandonment of the railroad before any further steps are taken to 
bring about its abandonment. 

Senators Ellender, Hayden, Knowland, and Thye of this committee, were 
members of the Civil Functions Subcommittee that handled the Panama Canal 
in prior years. We want to compliment that committee on their apparent posi- 
tion last year that the Panama Canal had been investigated and investigated, 
but little action has been taken, and now it is time for less investigation and 
more action. We agree with this apparent theory and would not suggest the 
railroad abandonment be investigated, if we did not believe it was necessary, or 
that it would be completed in a reasonable time. I believe the House Merchant 
Marine and Fisheries Committee has already made inquiry into the abandonment. 

I will be glad to answer any questions or furnish any further data requested. 
I appreciate the opportunity of appearing here today to present these facts. 
Thank you. 


FREE KINDERGARTENS IN CANAL ZONE 


Mr. Munro. I appear here today in support of the position taken by 
the House of Representatives when they passed H. R. 6367, in regard 
to the reestablishment of free kindergartens in the Canal Zone public 
school system. 

Prior to fiscal year 1955, the public school system of the Canal Zone 
was free through high school. Tuition is now and has always been 
charged for the Canal Zone Junior College. 
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As a result of a conversation with the Elementary Schools Section, 
Office of Education, Department of Health, Education, and W elfare, 
they sent me a copy of their release “Status of Kindergartens in the 
U. S. A.”, revised June 1954. The pertinent part of this report in- 
cludes the statement : 

All States, with the exception of one, have permissive legislation for kinder- 
gartens. 

This is followed by three tables; one giving the 10 States showing 
the highest kindergarten enrollments in 1949-50. The second gives 
the eight States showing the smallest enrollment. The third lists the 
eight States reporting no kindergarten enrollment. 

‘We believe that if free public kindergartens are available in 40 of 


the 48 States free public kindergartens should be av ailable in the Canal 
Zone. 


PRESENT TUITION CHARGE 


The present tuition charged for each child is $8 per month, or $72 
per school year. The total cost, based on tuition charged, to ‘include 
kindergarte ns under the same conditions prev: ailing for grades 1 
through 12 will be — 016. Of this amount, the Canal Zone Govern- 
ment will recover $28,224 from the other involved Federal agencies. 

Senator Hottaxp. Do you mean from Defense and others? 

Mr. Munro. That x correct. It is our belief that an increase of 
$10,000 in the Canal Zone school appropriations, accompanied by 
appropriate language in the committee report to include kindergartens 
in the principle of free education on the Canal Zone, will bring the 
Canal Zone school system in line with 40 of the 48 States. 

We invite your attention to the fact that kindergartens were free in 
all school years up to and including 1954. Tuition was charged in the 
1955 school year. We fail to see how there would be any additional 
expense to the Canal Zone Government for school plants should free 
kindergartens be reestablished in the 1956 school year. 


TAXES PAID BY EMPLOYEES 


Senator ELtenper. On the question of kindergartens, how much 
in the way of taxes do the employees pay there, on real estate, similar 
to those taxes paid in Louisiana or Florida, for moneys to be collected 
to opr these schools that you speak of ? 


Mr. Munro. As taxes, there is no money except Federal income tax 
collected in the Canal Zone. ‘The markup, as far as commissary prices 
and services supplied the employees, covers some revenue for Canal 
Zone Government operations. The independent firm of Booz, Allen 
& Hamilton, who made a study of the Canal Zone at the request of 
this committee 2 years ago, stated in their report that it would take 
a more comprehensive study than they were prepared to make at that 
time within the time limit allowed to divulge how much went into the 
Canal Zone Government. 

Senator ELLenper. You realize, of course, that those States that do 
contribute toward the payment of kindergarten schools obtain that 
money from the residents of that State? 

Mr. Munro. That is my understanding. 
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Senator Kvienper. ‘That would make the difference. That is why, M 
probably, an etfort is being made to abandon it and let them pay it Si 
themselves. M 

Mr. Munro. One of the provisions of this independent study I just vee 
mentioned was based on the fact that no other fringe benefits would req! 
be withdrawn from the employee to reach the conclusions that they cha 
reached in their recommendations. They made five very imports unt the 
recommendations and the House Merchant Marine and Fisheries . 
Committee in the last session of Congress went into detail in hearings act 
on their recommendations. They did not finish, however. It was ) 
one of the opinions, which we favor, that rather than go into this Ca 
whole case at this present time, come to a conelusion, and then have . 
the treaty, which is now before the Senate Foreign Relations Com- per 
mittee, come up and revise the whole setup, it would be advisable to Ca 
just let things stay in a status quo position until we see the effects of cel 
the treaty with the Republic of Pan ama. That is the reason we have the 
not pushed for any of the recommendations made by that organiz 
tion in this session of Congress. the 

itl 
TREATY WITH REPUBLIC OF PANAMA an 
Senator Hottanp. Do the bodies you represent support the treaty / 
Mr. Munro. The position that we are taking on the treaty is in lt) 
five areas to which we are very interested in calling the attention ti 
of the Senate. We have definitely broken down the conditions into le: 
categories which we feel would affect the emplovee in the line of cost ch 
and additional expense. We have in another category the conditions 
we believe will affect the employment of United States citizens. We to 
only have one direct area in which we are asking for clarifying lan- P 
guage so that the broad language used in the memorandum of under- Fe 
standing will be a little more specific. I 
Senator Hotianp. In other words, you want one reservation? tl 
Mr. Munro. That is correct. 
Senator Hotianp. Otherwise, you support the treaty / e| 
Mr. Munro. The support of the treaty would depend upon the Sen- b 
ute’s interpretation of the broad language used. In other words, we r 
agree that the Senate is the one who is going to set the policy, or we c 
hope is going to set the policy for the future of the Panama Canal. t 
We hope to call to their attention certain areas. Whatever they 
decide to do will, in effect, revise the operation of the Panama Canal ‘ 
Company. ‘ 
Senator Hottanp. Thank you. t 
\ 
HOME LEAVE TRANSPORTATION 
( 
Mr. Munro. During the consideration of H. R. 4903, the Second 


Supplemental Appropriation Act of 1955, discussion was had on the 
employee’s home-leave transportation. Public Law 737 of the 83d 
Congress authorized, under certain conditions, travel expenses from 
posts of duty outside the United States to the employees’ home in the 
continental United States. The discussion was not regarding the 
paying of this expense, but the method used to determine the rates to 
he charged for this service. 

Senator HotLtanp. The employee does not pay the charge in any 
way, does he? 
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Mr. Munro. Indirectly at the present time, yes. 

Senator HoLtLanp. How / 

Mr. Munro. That is one of the fields which the legislative commit- 
tee was investigating. In the service employee activities, which are 
required. to recover the total expense of the operation, home leave is 
charged to that employee's service, and its recovery is divided among 
the people who use that service. 

Senator Ho~nanp. But it does not operate as a reduction of the 
actual pay of the individual, does it 

Mr. Munro. No, but it increases the cost-of-living expenses in the 
Canal Zone. 

Senator HotLanp. In other words, what you mean is that that ex- 
pense is chargeable against the revenues of the Company, the Panama 
Canal Company, and, therefore, offsets what you think would be re- 
ceived by way of reductions in prices of goods and services other than 
that. 

Mr. Munro. Not exactly the Company. The individual section of 
the Company. In other words, the Company is broken down into activ- 
ities. The commissary is an activity. The housing is another activity, 
and the expense is divided that way. 

Senator Hottanp. All right. 

Mr. Munro. The basic law, the Administrative Expenses Act of 
1946, as amended, is quite clear that the travel shall be by the cheapest 
first-class accommodations available. We interpret that to mean the 
least expensive to the Federal Government and not necessarily the 
cheapest method derived by bookkeeping. 

Public Law 841, sist Congress, oa the Panama Canal Company 
to pay the costs of the Canal Zone Government. Therefore, if the 
Panama Canal Company charges the Canal Zone Government $10 
for a trip to New York, the Panama Canal Company pays that $10. 
If the charge is $100, the company pays that amount. In other words, 
the Company pays itself for the passage. 

Now, 1f the Panama Canal Company charges the Canal Zone Gov- 
ernment a figure in excess of the cheapest first-class rate available, the 
basic law provides that the Canal Zone Government use the cheapest 
rate, and the Panama Canal Company, will then pay another common 
carrier. At the same time, the Panama Canal Company will operate 
their own facilities with empty spaces. 

It.is hard for us to understand the Panama Canal Company paying 
another common carrier for services they can furnish, simply because 
i perfect. bookkeeping system requires the tariff to reflect a propor- 
tind share of all costs. The Panama Line’s expense will be the same 
whether John Doe travels Panama Line or some other common car- 
rier. In our opinion, to pay another common carrier any amount in 
excess of a passenger's direct expense on the Panama Line, is not using 

the cheapest first-class accommodations available. 

Senator Hottanp. How can you get any other common carrier to 
carry at the rate of a direct expense on the Panama Line? 

Mr. Monro. You could not. Therefore, the employee would use 
the Panama Canal Company facility because it would be cheaper. 

Senator Hottanp. In other words, what you want to do is force 
everybody to come by the Panama Canal Line? 
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AIR TRANSPORTATION TO FLORIDA 


Mr. Munro. Not necessarily. There are certain areas of the United 
States where a common carrier could give cheaper service. In other 
words, Florida would be one. It would be cheaper to give service to 
Florida by another common carrier. 

Senator HoLttanp. Do you mean by air? 

Mr. Munro. That is right. Air transportation to Florida would 
be cheaper than it would be to send them up to New York and bring 
them back to Florida. I believe the gulf coast would be another area. 
The west coast, I am not too sure about. I have not checked the 
actual expense on that. 

Senator Hottanp. You may proceed. 


TRANSISTHMIAN HIGHWAY 


Mr. Munro. Investigations, studies, and so forth for Transisthmian 
Highway within Canal Zone. The appropriations for the fiscal year 
1955 included $90,000 for this project and another $90,000 is requested 
for the fiscal year 1956. 

The Appropriation Committee, when reporting House Report 1945, 
H. R. 8367, the appropriation bill covering the Canal Zone Govern- 
ment for fiscal year 1956, had this to say regarding the expenditure: 


The committee calls to the attention of the Secretary of the Army the desira- 
bility of a study as to the need and cost of a transisthmian highway entirely 
within the Canal Zone. 

The Senate Appropriation Committee, when reporting Senate 
Report 1373, H. R. 8367, had this to say: 

In view of the testimony presented to the committee relative to the desirability 
of replacing the railroad by a highway entirely within the Canal Zone, the 
committee desires that the purchase of the new boxcars programed for fiscal 
year 1955 be deferred. It is desired that the Governor and the Board of Direc- 
tors give further consideration to the feasibility of replacing the railroad with 
a highway totally within the Canal Zone, utilizing the existing roadbed where 
practicable for the highway. This study should include an estimate of the 
cost of the new facilities required for this alternate means of transportation 
together with a comparison of the cost of operation and maintenance of the 
railroad and the highway. 


It is my understanding that such a study has been made with copies 
of the report being furnished this committee. I have not seen the 
report, therefore, I am unable to comment on it. A daily newspaper 
printed in Panama City, Republic of Panama, carried a story on 
April 3 of this year, to the effect that the Governor of the Canal Zone 
was seeking a sum estimated at $9 million for the construction of the 
ew transisthmian highway completely within the Canal Zone. 

Without making an expensive survey and soil study, our people 
have come up with an estimate of $30 million for a 2-lane highway. 

Should this new highway replace the railroad, all the freight on 
the Canal Zone will have to be handled by trucks and trailers on it, 
regardless of size or weight. We invite your attention to the fact 
that a railroad cannot be rehabilitated overnight. Once this railroad 
is gone, it is gone. 

We want to make our position clear on the abandonment of the 
Panama Railroad. We believe it is our duty as United States citizens 
to have firsthand experience on the Canal Zone to call this abandon- 
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ment of the Panama Railroad to your attention. It is a major change 
in the policy of the Panama Can: al Comp: any. While it is true, we are 
vitally interested in the welfare of the 91 United States citizens who 
will be displaced by this move, we do not expect, nor will we ask for 
any special tre itment above that given in similar cases in the conti- 
nental United States for these displaced United States citizens should 
the railroad be abandoned. 

We do, however, concur in the language placed in the House com- 
mittee report on this subject, and I quote: 

A majority of the committee believes that the abandonment of the railroad 
should be looked into by the appropriate legislative committee of the House of 
Representatives before any further action is aken on this matter. 

We recommend that this committee take similar action. 

We believe we have fulfilled out obligations as United States citizens 
by making this request to your committee, and we will be satisfied 
to rely on ‘the judgment of any congressional committee investigating 
the matter. 

Congressman Clarence J. Brown recently visited the Canal Zone and 
looked into the railroad situation. He has this to say regarding the 
abandonment : 

In our inquiry at the Canal Zone it is important to emphasize that while the 
top military command agreed with officials at the departmental level that the 
railroad * * * is not considered to have any significant defense value, none 
of the subordinate military men agree with this decision. They suggest that 
if for any reason the canal was rendered inoperative, even for a relatively short 
period, every possible means of transporting cargo across the Isthmus would 
hecome vitally important. The decision to abandon the railroad is influenced 
by a strong desire to construct a highway within the Canal Zone. 


HOOVER COMMISSION RECOMMENDATION 


The Commission on Organization of the Executive Branch of the 
Government recommendation on the abandonment is: 

That the appropriate committees of Congress examine the circumstances 
surrounding the decision to abandon the Panama Railroad before it authorizes 
or appropriates in favor of the new highway construction. 

We believe this should be done. 

It is a fact that military freight handled by the railroad has been 
declining. We attribute this to ‘the militar y desire to be self-sufficient 
rather than to cost. 

There is no interest or depreciation returned to the Federal 
Treasury on money spent by the military for trucks or equipment on 
the Canal Zone, but the Panama Canal C ompany is expected to pay 
these costs on their equipment. Therefore, in our opinion, this factor 
should be figured the same way when a cost comparison is made. 

The General Accounting Office on page 52 of their Audit Report 
for Fiscal Year 1953, House Document 473, states that the main line, 
yards, and spurs total approximately 155 miles of track. It is plain 
to see that this cannot be replaced by a 22-mile highway. Additional 
roads, parking areas, and storage spaces will have to be built. This 
additional expense should be considered at this time as a part of the 
railroad abandonment program. 

Consideration should be given to the fact that the Federal Treasury 
receives the current going rate of interest and depreciation on the 
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railroad plant valued at about $12.5 million. The highway used to 
replace this investment is reported to cost $9 million. The Federa| 
Treasury will not receive interest and depreciation on this amount as 
it will be a Canal Zone Government investment. 

We believe that interest and depreciation should be deducted from 
the railroad figures, and highway maintenance should be added to 
the proposed highway figures before any comparison of costs be made. 
Based on fiscal year 1954 operation, it is alleged that it cost the Com. 
pany-Government $3.64 per ton for hauling the Company-Govern 
ment freight. The best estimates that are currently available are 
that it will cost $3.59 per ton for hauling the Company-Government 
freight over the proposed highway. The $3.64 figure includes depre- 
ciation, while the $3.59 figure does not include depreciation or main- 
tenance of the highway. 

There has been criticism that the railroad has not been able to 
operate on a break-even basis if they are required to pay an allocated 
share of the costs of the Canal Zone Government and the general 
corporate expenses. We do not believe that the abandonment of 
the railroad will decrease the costs of the Canal Zone Government 
or the general corporate expense. We fail to see how the new high 
way will contribute anything toward these costs either. Therefore, in 
our opinion, there will be nothing gained by this proposed abandon- 
ment. 

PIGGYBACK SERVICE FOR TRUCK TRATLERS 


It has been called to our attention that some time ago Terminales, 
Ss. .A., one of the larger trucking firms in Panama, expressed a desire 
to ship their truck trailers piggyback on the Panama Railroad. 
Should this idea be general among the Panamanian truck companies, 
the railroad would not be in competition with them, but would be 
a valuable asset. Such piggyback service would also return some of 
the lost revenue to the railroad. 

Former Governor of the Canal Zone Maurice H. Thatcher said the 
tbandonment of the railroad would be shortsighted and unwise and 
the cost of a new highway would be very great. He is quoted as 
saving: 

The railroad should be regarded as insurance against a possible disruption of 
Panama Canal traffic by landslide or other emergency. It would then be indis 
pensable to maintenance of large-scale transportation across the isthmus. 

Gen. James G,. Steece, retired, former Engineer of Maintenance of 
the Panama Canal, is quoted as saying: 

If slides should close the Panama Canal, no highway could meet the needs. 
and the railroad would be absolutely necessary. In World War II we could not 
have fought the war without that railroad. 

Steece said that conversion of the railroad right-of-way to a four- 
lane highway would offer great engineering difficulties because of 
land subsidence in some of the soft areas. 

There is still another point which we believe should be considered. 
That is the disposition of the present railroad employees. 
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PERSONNEL HISTORY OF RAILROAD EMPLOYEES 


I would like to have inserted in the record at this point the per 
sonnel history of the 91 United States citizens employed on the rail 
The insertion shows their age and years of service. 
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l invite 


your attention to page A3T17, Congressional Record Appendix for 


May 27, 1955. 


The Honorable Clarence Cannon, chairman of the 


House Appropriations Committee, inserted General Steece’s entire 
remarks, which I am sure the committee will find very interesting. 
[n extending his remarks Mr. Cannon stated: 


I may add that the question of whether or not the Panama Railroad should 
be discontinued and supplanted by a second roadway across the Panamanian 
Isthmus, is a very serious one and requires a most careful consideration by the 
Congress and the responsible Committees. 


There is still another point which we believe should be considered. 
Senator Hottanp. The document referred to previously containing 
the list of names will be inserted in the record at this point without 


objection. 


(The document referred to follows :) 


Name 





John Morton 
Joseph H. Michaud 
Howard Anderson. 
R. 8. Wood 
Vicente Alfaro. 

F. H. Hodges 
Lyman Jackson 

B. W. MelIntyre- 
Harry Akers. _- 

1, Conklin, Jr 

C. B. Mellvaine-_- 
George H. Egger 

J. F. Dougherty 
John W. O’Connell 
Henry C. Hotz 

R. T. Conley 


G: Bs IWGRh.... «i... eden 


Otis M, Ramey 

H. W. Rose 

E. N. Stokes 

5. J. Deavours-.- 
W.J. Rose 

C.J. Williams 
Ralph H. Walker 
Harold E. Chambers 
J. A. Dorsey - 

R. L. Davis J 

G. J. Herring - - 
Frank McGuiness 
T. V. Kelly... 

R. C, Daniel 
Raymond M. Schneider 
Robert Ward __--- 

F. L. Wertz 

Hobart V. Butler 

D. R. Brayton. ‘ 
J, F. Frensley, Jr-- 
D. Shelton 

Fred Campbell 
Jessie Crawford - 
Erret R. Albritton. 
H. T. Tettenburn 
Bernard Dorfman 
C. T. Smith 

I. A. Priee..... 
Cliff Sanders. -- 


1 Includes militarys ervice. 
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Employees of Panama Railroad 


Position 


Locomotive machinist 
Local agent 
Lead carman 
Superintendent, signal engineer 
Labor foreman 
Locomotive engineer 
Machinist 
Locomotive engineer 
Foreman, car section 
Conductor 

do 
Car inspector 

do 
Master of transportation 
Track foreman 
Locomotive engineer 
Conductor 
Yard foreman 
Locomotive engineer 
Superintendent, railroad 
Locomotive engineer 
Machinist, diesel 
Locomotive engineer 
Clerk (stenographer) 
Locomotive engineer. 
Roadmaster 
Conductor 

do 
Train dispatcher 
Locomotive engineer. 
Conductor 
Locomotive electrician - 
Carman 
Locomotive engineer. 
Train dispatcher 
Yardmaster 
Locomotive engineer 
Car inspector - 

do . 
Track foreman_. 
Chief train dispatcher 
Locomotive pipefitter 


Superintendent, freight traffic officer 


Conductor 


| Locomotive engineer 


Car inspector 


Panama 
Railroad 
service 


16 

2 
31 
30 
29 
21 
28 
19 


26 


Total em- 
ployment 
on Canal 


Zone 


20 


19 
19 
19 
14 
18 


118 


1S 
17 
17 
16 
16 
16 
15 
15 


ee ie ee 





COMMERCE 


Employees of Panama Railroad—Continued 


Name 


F. J. Busch 

F. A. MeGuiness 

Wm. H. Hyde_. 
Spencer Smith 

Xenia deJ. deBermudez 
William R. Byrd 


R. E. Rogers 
Walter Robison 
Carl W. Warner_. 
W. D. Goodwin 
David G. Peters 
Harry W. Moist 
Earle Johnson_ 
James J. Belcourt 
William R. Graham 
H. G. Martinez 
Roscoe Burgess 
Robert B. Seevers 
Quincey Limber 
Albert Pope 
William H. 
A. B. Rigby 
Dalton Cypert 
Irwin K. Meter 
Theodore C. James 
Marguerite 8. Tribe 
Jack Scott 
meres E. 
P. White 
i the 1 J. Bensen 
Carmen H. Massot 
W. J.C. Fusselman 
J. A. Vowell 
John Allen 
Charles W. Carden 
F. M. Johnson 
C. N. Sammons_-. 
John L. B wrier 
R. R. Wilferd- ; 
Bruce M. Morrow 
Earle Axmacher 
Ross Pase 
F. : Boland 
7 Albritton chee 
E sm ard Piletske Vy 


Anderson 


Thompson 


1 Includes military service. 


Position 


Conductor... _- 


do 
Agent " ; 
Signal maintenance... 


| Clerk-typist 
Clerical 


assistant, claims 
gator. 

Locomotive engineer 

Airbrake mechanic 

Track foreman 


| Yardmaster 
| Locomotive engineer 


Railroad machinist 

Carman 

Track forman 

Accountant 

Conductor 

Carman 

Agent operator 
do 

Carman 

Track foreman 

Conductor 

Carman 

Agent operator 

Track foreman 


AND RELATED AGENCIES, 


investi- 


Cash accounting clerk (teller) 


Carman 
Locomotive electrician 
Signal maintenance 


| Clerk-typist 


Freight traflie clerk (typist) 
Conductor 
do 


| Carman 
| Locomotive machinist 


Conductor 
Locomotive eng ineer_ 


Train dispatcher and agent-operator 


Conductor 
Locomotive machinist 


| Carman 


do 
Roundhouse er nplovee 
do 


do 


1956 


Panama 
Railroad 
service 


CRNA wWwW 


wm 


2h eS 


Nt tt pt et het et BO 


Total en 
| ployment 
on Canal 
| 


Zon 


PROTECTION OF RATLROAD EMPLOYEES 

Mr. Munro. Fifty-six of these employees are over the normal hir- 
ing age for employment in the United States. 

Railroads in the United States come under the supervision of the 
Interstate Commerce Commission who investigate railroad abandon- 
ments before such actions are taken. Along with other considera- 
tions, the protection of the employee is one point of concern. There 
are several procedures used to protect the employee. 

We do not believe we are unreasonable to expect the Panama Canal 
Company to follow these agreements should they abandon the rail- 
road. The costs of this procedure should also be considered in the 
cost of replacing the railroad with a highway. 

We respectfully ask that a congressional committee investigate the 
entire situation of the abandonment of the railroad before any fur- 
ther steps are taken to bring about its abandonment. 

We want to compliment the Civil Functions Subcommittee on their 
apparent position last year in that the Panama Canal had been in- 
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vestigated and investigated, but little action has been taken, and now 
it is time for less investigation and more action. We agree with this 
apparent theory and would not suggest the railroad abandonment be 
investigated, if we did not believe it was necessary, or that it would 
be completed in a reasonable time. I believe the House Merchant 
Marine and Fisheries Committee has already made inquiry into the 
abandonment. 

I will be glad to answer any questions or furnish any further data 
requested. ‘T appreciate the opportunity of appearing here today to 
present these facts. 

Thank you. 


SUPPLEMENTAL STATEMENT OF GOVERNOR SEYBOLD 


Senator Hottanp. Thank you very much. There is a supplemental 
statement which has been received from Governor Seybold, since his 
appearance here. This new statement is dated June 2, and will be 
inserted into the record at this point. 

(The material referred to follows :) 

CANAL ZONE GOVERNMENT, 
OFFICE OF THE GOVERNOR, 
June 2, 1955. 
Memorandum for Mr. Robert E. O’Hara, Clerk, Subcommittee on Department of 
Commerce and Related Agencies, Senate Appropriations, Committee. 

I am taking the liberty, somewhat presumptuous perhaps, of correcting an 
erroneous statement concerning the controversial question of the railroad versus 
the highway in the Canal Zone. 

It would appear that the matter of building the highway in the zone over the 
railroad right-of-way in Gatun Lake is receiving much comment, some of which 
is unfavorable. Among the several misconceptions being published is that the 
fill would sink in the underlaying muck over certain lengths of the proposed 
road. I am unable to exactly state the condition of the subsoil on this right-of- 
way, but the question becomes merely academic. We intend to use the present 
railroad fill, which is sufficient in width and has stood in its present state for 
these 50 years. It causes no additional difficulty and maintenance beyond that 
experienced in any other section of the railroad throughout the zone, and it 
can be confidently expected to remain unchanged. The issues of the railroad 
versus highway must be determined on other elements beyond this matter of 
unsuitable route across Gatun Lake. 

J. S. SEYBOLD, Governor 


TOTAL EMPLOYEES ON RAILROAD 


Senator Hotianp. I noticed in your statement the number referred 
to as being 45 years old and older. 

Mr. Munro. Fifty-six of them are over 45 years old. 

Senator Hotnanp. How many employees are there on the railroad ? 

Mr. Munro. Ninety-one. 

Senator Hotianp. Is the railroad operating at a profit or other- 
wise ? 

Mr. Munro. Up to and including the fiscal year 1954, the figures 
show a profit. In 1955, it is estimated that there will be a slight loss, 
ond 1956 is projected as, I think, a $75,000 loss. I would ‘have to 
check that. That does not include any of the general and corporate 
expenses which the General Accounting Office feels should be added 
to the operation of the railroad. 

Senator Hotianp. This is the only railroad in Panama, is it not? 
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Mr. Munro. In the isthmus at that area. United Fruit has a rail 
road up in another province. 

Senator Hottanp. But that is the only one in the vicinity of the 
isthmus ? 

Mr. Munro. That is the only one. 


PRESENT TRANS-ISTH MIAN HIGHWAY 


And there is no Trans-Isthmian Highway at the present time ¢ 

Mr. Munro. Yes; there is. 

Senator Hor LAND. Within the Canal Zone? 

Mr. Munro. No; not within the Canal Zone. 

Senator Hotitanp. To go now from one side of the isthmus to 
another by highway involves passage outside of the Canal Zone in the 
main; does it not? 

Mr. Munro. That is correct. You have to go into the Republic of 
Panama, and come back into the Canal Zone on the opposite side. 

Senator Hottanp. What is the normal method of transportation of 
employees of the Canal Zone who live within the zone ? 

Mr. Munro. The train is used in a lot of cases. Of course, they 
do use the highway for driving back and forth. 

Senator HoLttanp. Mileage on the highway is much greater than it 
would be if it was located within the Canal Zone; is it not. 

Mr. Munro. That is correct. The present highway follows more 
or less the contour of the lake. Whereas, the highway if built along 
the railroad would follow the canal, which is a shorter route. 

Senator Houianp. [ understand the highway would follow the same 
right-of-way as now involved by your railroad, is that your under- 
standing? 

Mr. Munro. I believe that is what the report contemplates. 

Senator Hottanp. What about the handicaps, if any, of passage 
from the Canal Zone into Panama, and from Panama into the Canal 
Zone? Are there any whatever? 

Mr. Munro. There is no assurance that the road will be maintained 
at all times as an open road. They have checking points maintained 
by the Republic of Panama. We do have certain conditions in the 
Republie of Panama, political aspect is one, that could close, or if not 
entirely close, would subject the road to very close scrutiny. 


TOTAL TRAINS EACH DAY 


Senator Hortanp. Then there is no transportation dependable at 
all times, day and night, from one end of the isthmus to the other 
except the railroad and, of course, the railroad is not running all the 
time. How many trips a day back and forth are now made by the 
railroad ? 

Mr. Munro. There are 4 passenger trains each day, each way, and 
there are at least 3 freights. 

Senator Honianp. Are there any at night? 

Mr. Mewro. T included the night run. There is 1 in the morning, 
1 at noon, 1 in the early evening, and 1 in the late evening. 

Senator Hontanp. In the event of need of transportation at night, 
and the train is not running, is there much difficulty now in securing 
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passage over the highway in the Republic of Panama? Are there 
frequent interruptions of the right to travel there? 

Mr. Munpr. There has not been. But during the recent martial law 
that they had down there, there was difficulty and during their elec- 
tion, they have a unique system whereby you cannot leave the province 
unless vou have a special pass. Therefore, the highway is closed 
unless you have a special pass. 

Senator Hottanp. Do you mean that the transisthmian part of the 
Republic of Panama is not all in one province 4 

Mr. Munro. No; you have Panama Province and you have Colon 
Province. 

Senator Hotianp. Colon Province is at the Caribbean end and the 
Panania Province at the Pacific end 4 

fr. Munro. That is correct. There is one other condition that has 
come to my mind where the road is closed to traflie. During the rainy 
season there are times that the road is closed to all traffic because the 
road is in slide area. I think in the last 2 years it has been closed sev- 
eral times; up to a maximum of 3 davs in 1 case. 

Senator Hottanp. Would that not be also true if the road were 
within the Canal Zone ? 


AGE OF RALLROAD BED 


Mr. Munro. No: the road within the Canal Zone would be more 
or less on a level or plain than the Trans-Isthmian Highway. The 
railroad roadbed has been in existence over a hundred years, where 
the highwav ts less than 12 years old. 

Senator Hottanp. In other words, the railroad right-of-way is now 
stabilized and is not subject to slides, and a road on the railroad would 
not be subject to slides; is that correct ? 

Mr. Munro. That is correct. 

Senator Hotianp. What is the recommendation of your people with 
reference to a road clear across the isthmus ¢ 

Mr. Munro. We believe a road paralleling the railroad would be 
an ideal setup. 

Senator HoLttanp. You want them both, is that it ? 

Mr. Munro. It would be advantageous, but we do not think the 
railroad should be abolished completely because of the tremendous 
importance that it would have in case of a major slide in the canal itself 
or a closing of the other road. 

Senator Houtanp. Do you mean that the railroad would attempt to 
substitute as a carrier of the canal, to be used as any sort of a sub- 
stitute ¢ 

Mr. Munro. That is right. 

Senator Hottanp. That would eall for the unloading and reloading 
of ships? 

USE OF RAILROAD DURING WORLD WAR II 


Mr. Munro. If that was the only way you could get across, then 
there would be times when that would be necessar y. That is, I think, 
(reneral Steece’s opinion in his remarks, that without the railroad we 
would have had an awful time in World War II. That was at the 
time I went down there, the railroad was doing a land office business 
ot that time. 
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Senator Hotianp. The railroad was there before the canal was 
opened. 

Mr. Munro. Yes, sir. 

Senator Hottanp. But shipping of importance at that time did not 
rely on transshipment of its cargo, but went around the end of South 
America, meaning that that was more economical than to load and 
unload. How far is it across there ? 

Mr. Munro. Forty-seven miles, I believe. 

Senator Hotitanp. Are there sufficient loading and unloading facil- 
ities to handle really large cargoes even if the railroad were capable 
of handling them ? 

Mr. Munro. I would say so, on both sides. 

Senator Hotitanp. The unloading and loading facilities are really 
a just to handle the shipments that are needed within the 

‘anal Zone itself, are they not? 

Mr. Munro. That is correct. But the facilities are in excess of the 
i day usage of the canal. The majority of facilities on the 

Canal Zone, especially since World War II, have been geared for war 
production, and not necessarily the normal business of the canal and 
the Republic of Panama. 

Senator Hottanp. The next witness is Mr. Dilweg, accompanied 


by Mr. O’Neal. 
UNITED STATES CITIZENS ASSOCIATION OF THE CANAL ZONE 


STATEMENTS OF LA VERN R. DILWEG AND EMMET O’NEAL, 
REPRESENTATIVES 


GENERAL STATEMENT 


Mr. Dinwee. Mr. Chairman and members of the committee, my 
name is La Verne R. Dilweg, a former Member of Congress from 
Green Bay, Wis., and at present a practicing attorney in W: ashington, 
D. C. My associate is the Honorable Emmet O’Neal, former Member 
of Congress from Louisville, Ky., and Ambassador to the Philippines. 
We are legal counsel and representatives for the United States Citi- 
zens Association in the Canal Zone. 

In 1953 when there was a threat of a reduction in the so-called 
differential over base wage rate, which indication was in a report by 
the House Appropriations Committee, this committee saw fit to ask 
for an independent investigation and study of the problems involved 
in fixing compensation for workers in the Canal Zone and directed 
the Company and Board of Directors to employ outside counsel, a 
consulting firm, that is, to report to the legislative committee. 

This was done and the report was filed in December of 1953. There 
were five recommendations, all of which were concurred in by the 
Company Government and the Board of Directors. It was apparent 
at the time that there might be some need to implement these recom- 
mendations by legislation, and as a result of that apparent need, a 
subcommittee was appointed on the House side of the Merchant Marine 
and Fisheries Committee, headed up by the Honorable John Allen, Jr., 
of California, who held extensive hearings last June on matters gen- 
erally pertaining to the Canal Zone, including the employer-employee 
relationship, and his compensation and fringe benefits. 
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Unfortunately, nothing concrete was accomplished as a result of 
the hearings, with the exception of the filing of an interim report 
which leads up to a matter I would like to refer to in my prepared 
statement. 

PREPARED STATEMENTS 


I also at this time would like to ask permission to have this state- 
ment included in the record, and also a statement made before the 
House Appropriations Committee which gives some of the historical 
background in connection with the Booz, Allen & Hamilton Co. 

Senator Hottanp. They may be inserted. 

(The statements referred to follow :) 


PREPARED STATEMENT OF LA VERN R. DILWEG 


The United States Citizens Association membership is composed of United 
States civilian citizens residing in the Canal Zone and we are acting as their 
counsel and Washington representatives. 

The Congress of the United States and its legislative and appropriation com- 
mittees have displayed a very positive interest in the affairs of the Panama 
Canal Zone in recent vears. In 1948 the Congress reincorporated the Panama 
Canal under the provisions of the Corporation Control Act. In 1951 the corpo- 
rate name was changed and the theory of operation was revised by Public Law 
S41. 

In the words of the Merchant Marine and Fisheries Committee: 

“The fundamental change effected by the two laws was the change of the 
theory of operation of the canal from a spending agency of the Government 
into a business corporation charged with a necessity of earning enough money 
through the operations to meet the expenses including interest and amortization 
on its costs.” 

Section 7 of Public Law 841 requires the Company to reimburse the Treasury 
for the costs of the annuity to Panama and for the net operating costs of the 
Canal Zone Government. 

Your committee, Armed Services, and Merchant Marine and Fisheries Com- 
mittees of the House and Senate all exercise some jurisdiction over Canal Zone 
affairs. The attention of these committees have in recent years been devoted to 

a) determining if toll rates are proper; (0) effecting economies in Government 
operation in the zone by better business and accounting practices and by con- 
solidations and reorganizations; (c) reducing special employee fringe benefits 
and the costs of services rendered to employees. They have been particularly 
interested in housing rentals, medical-service charges, and the 25-percent dif- 
ferential. 

The Senate Committee on Armed Services has handled the basic legislation 
relating to canal enterprise and the Committee on Appropriations has made many 
field investigations and surveys which have resulted in directives and riders to 
appropriation acts, designed to correct deficiencies. 

In the House the Committee on Merchant Marine and Fisheries has handled 
the basie legislation and has been concerned with all the aspects of the canal 
enterprise except the military over which it has no jurisdiction. This committee 
las taken an interest for many years in the activities and operations in the Canal 
Zone and has included in its reports numerous directives to canal enterprise 
officials designed to correct weaknesses and deficiencies. In other instances it 
has concurred with the Senate Appropriations Committee in limiting riders to 
uppropriation acts in an attempt to assure the accomplishment of the congres- 
sional intent. 

We appear before you today to respectfully request this committee to take no 
restrictive or limiting action in regard to the 25 percent differential. This so- 
called 25 percent differential is additional compensation over base pay paid 
to United States citizen employees by the Panama Canal Company and Canal 
Zone Government. The same is authorized by section 81, title 2, of the Canal 
Zone Code and has been termed a “differential allowed for tropical service” and 
described as a payment somewhat in the nature of a recruitment incentive. 

On June 238, 1953, the Senate Committee on Appropriations directed the. 
Panama Canal Company to have an independent and comprehensive study made 
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of all compensation practice in the zone. The specific interest of the Appropria- 
tions Committee was to determine whether the 25 percent salary differential 
might justifiably be reduced. 

The management consulting firm of Booz, Allen & Hamilton was selected to 
make the above-mentioned study. Their study included (1) analysis of con- 
ditions of work requiring extra compensation, (2) an appraisal of extra com- 
pensation currently being paid, (8) a review of compensation practices of 
private firms and Federal agencies in the area, and (4) recommendations. The 
recommendations were (1) that the 25-percent differential be retained, (2) that 
the differential be tax free, (3) that rentals be reduced by 50 percent (the report 
found that a rental subsidy is no longer a part of the zone employees’ compen- 
sation in view of the level of present rentals), (4) that free transportation be 
provided for stateside vacations and students attending school in the States (th 
former is already partially in effect following a recently enacted amendment to 
travel-pay laws), and (5) that the status of other fringe benefits should remain 
the same. 

The Company through its board of directors concurred fully in the B. A. & H 
recommendations (1), (2), and (5) above. It approved (8) and (4) in prin- 
ciple but believed more study was needed to determine the exact amounts. The 
Company’s position is based on the belief that competent employees can be at 
tracted to the zone only with extra benefits and that any reduction in benefits 
will cause the loss of many experienced employees. The Company Personne] 
Director states in his annual report that recruitment of qualified personnel from 
the United States has become increasingly difficult. 

The change in the theory of the operation of the canal under the provisions 
of Public Law 841 created many knotty problems for management, and par 
ticularly an uneasy and unsettled atmosphere for employees, when measures 
adopted had the effect of diminishing their total compensation, including a sug- 
gestion that their 25-percent differential should be reduced. 

We concluded that the best way to serve our clients’ interest was to try to 
obtain a complete implementation of the recommendations in the B. A. & H. 
report at the Company-Government level or, if necessary, through congressional 
action. It soon became evident that, although the Company concurred in the 
B. A. & H. recommen‘tations, it would not place such recommendations into 
force and effect without congressional action either in the form of legislation 
or directives. 

We then requested the Merchant Marine and Fisheries Committee of the House 
to review the operation of Public Law 841 for the purpose of developing testi 
mony relative to all issues involved, with a view to recommend to the appropriate 
jurisdictional committees remedial action designed to improve the organization, 
management, and operational program carried on by the United States Govern 
ment in the Canal Zone. 

Hearings on the operations of the Panama Canal Company and Canal Zone 
Company were held before Subcommittee No. 3, Panama Canal, of the Committee 
on Merchant Marine and Fisheries, starting Wednesday, June 9, 1954, and con 
eiuting July 7, 1954. All interested parties were given an opportunity to testify, 
including the Company, General Accounting Office, Bureau of the Budget, ship- 
ping interests, labor organizations, and our own association. An interim report 
was filed by this subcommittee in August 1954, and on February 4, 1955, a draft 
of a final report was submitted for use in an appendix to the printed hearings 
by the Honorable John J. Allen, Jr., chairman of the Subcommittee on Panama 
Canal Affairs. In his letter of transmittal, Chairman Allen stated: “The sub 
committee never considered the draft of the report and the statements made 
therein; that the draft was for working purposes only, and not an expression of 
any Subcommittee opinion.” He recommended that the subcommittee should be 
continued and that the report and material at hand would form a good starting 
place for further study. We have been informed that the Merchant Marine and 
lisheries Committee intends to complete its study on Panama Canal Zone matters 

In conclusion, we respectfully urge this committee to continue the author- 
ization for the 25-percent differential and permit the legislative committee to 
complete its study so that a report can be submitted to Congress covering all 
phases of the operation in the Canal Zone and their interrelationship. 
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PREPARED STATEMENT OF LA VERN R. DILWEG 


Mr. Chairman and members of the committee, my name is La Vern R. Dilweg, 
a former member of Congress from Green Bay, Wis., and at present a practicing 
attorney in Washington, D. C. My associate is the Honorable Emmett O’Neal, 
former member of Congress from Louisville, Ky., and Ambassador to the Phil- 
ippines. We represent the United States Citizens Association of the Canal Zone 
and appear here today to present the case of this group of United States citizen 
employees of the Panama Canal Company and Canal Zone Government. 

The future and everyday existence of this group of employees is controlled 
by decisions made here in Washington, and since they have no representation 
in this body politic we have been retained to protect their interests and advise 
the various congressional committees of their problems. 

In 1953 this Appropriations Committee, in Report No. 456, directed the Gov- 
ernor of the Canal Zone and the Board of Directors of the Panama Canal Com- 
pany to have an independent but comprehensive study of the problems involved 
in fixing compensation for workers in the Canal Zone made and submitted to the 
legislative committee of Congress, together with recommendations not later than 
January 1954. The consulting firm of Booz, Allen & Hamilton were engaged, 
and the firm conducted its field studies in the Canal Zone and prepared its 
report, submitting it to the Governor and the Board of Directors December 1, 
1953. The recommendations contained therein and concurred in by the Panama 
Canal Company was the subject matter of a general statement presented to the 
House Appropriations Committee on May 3, 1955, and we respectfully request 
that a copy of same be inserted in the record at this point. 

At the close of the 88d Congress, 1954, no final action had been taken by 
the committees of Congress on the BAH report. 

We who have had the privilege to serve on the committees in this august body 
fully realize that hasty, piecemeal legislation is wasteful, yet one who is unin- 
formed has every right to question delay in solving his individual problem. 
Certainly the record justifies the concusion that to efficiently carry on all activ- 
ities in the Canal Zone, the employees must be adequately compensated and 
treated fairly. Governor Seybold so testified before this committee in 1954 
when referring to the Company’s program of reducing the number of employees 
in the Canal Zone and I quote: 

“IT cannot emphasize too strongly that the success of that program depends 
on the adequate compensation and fair treatment of employees who are retained 
on the job.” 

This committee concurred with this statement in its Report No. 1377 which 
accompanied H. R. 8367, wherein the following statement appears on page 26: 

“This committee is in accord with the views of the Governor that the success 
of any program for consolidation and efficiency ultimately depends on adequate 
compensation and fair treatment of the employees who are retained.” 

The Subcommittee on Pan Canal Affairs of the Merchant Marine and Fish- 
eries Committee of the House filed an interim report, after full and complete 
hearings, on August 8, 1954, which appears in the Congressional Record, dated 
August 4, 1954, on page A5766. After referring to the BAH study, the statement 
continues : 

“As to administration most of the witnesses were agreed that considerable 
improvement was possible, although they differed widely as to methods. As to 
employees, all were in agreement that the compensation, whether in the form 
of wages or benefits, must be adequate to assure a competent working force of 
United States citizens in the zone, 

“In view of the fact that living conditions, by reason of climate and isolation, 
are less attractive than the United States, sufficient inducements must be 
offered to attract and keep necessary employees so as to minimize the expense 
of labor turnover. There was no disagreement as to the necessity of maintain- 
ing present 25-percent differential. 

“It appears that the reoccurring uncertainties created by the various changes 
in income are likely to be as damaging to morale as its possible inadequacy. 
The average person requires a degree of security with some opportunity to make 
plans for his future based on his income and the many changes during the past 
few years without hearing or for that matter without notice has been damaging 
to morale.” 


63332—55——-43 
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The individual employee working in the Canal Zone was encouraged by the 
Governor’s statement, this committee’s concurrence, and with the interim report 
issued by the subcommittee. Whatever beneficial effects these expressions of 
understanding may have had, they were quickly dissipated by so-called adminis- 
trative decisions this year, and I cite two examples: 


LOWERING THE STANDARD OF QUALIFICATION, PAY, AND JOB PERFORMANCE 


In January of this year the Panama Company regraded truckdriver positions 
in the Motor Transportation Division and notified 10 United States employees 
that effective March 6, 1955, by reason of administrative decision their pay rates 
would be reduced from $2.42 per hous, United States rate, to $1.51 per hour, 
locality rate. This effective date was later extended until January 30, 1956. 
This decision was apvealed by the employees to the Civil Service Commission at 
Washington, D.C. On May 12, 1955, a ruling was handed down by E. A. Dunton, 
Chief of the Appeals Examiners Office of the Commission, reversing the Company 
as to four of said employees with veteran’s preferences. ‘The opinion reads in 
part as follows: 

“In arriving at his recommendation reversing the Panama Canal Company’s 
policy, the civil-service official cited precedents to show a long-established his 
tory that whenever a hew pay determining system is brought into being, action 
is taken to preserve the incumbents of affected positions from loss so long as 
they occupy those positions. Thus we are led to the conclusion that both the 
Congress and the executive branch of the Government have considered something 
more than mere savings in salary expenses in their determination as to what 
actions will promote the efficiency of the service when a change in the basis of 
computing salaries is made * * *, 

“We note,” the ruling added, “that the Company has taken some action to pro- 
tect the incumbents of these positions whose wages are being reduced by almost 
50 percent by attempting to place them in other positions. But the action of the 
Company in informing these employees, whose average time of Government em- 
ployment exceeds 10 years, that 1 year hence they have the choice of working 
for approximately one-half of their present wage or else seeking employment 
elsewhere is not one that will promote the efficiency of the Federal service.” 

The Company has taken an appeal from this decision. 

We are informed that this so-called regrading of truckdrivers position by tne 
Company is a continuation of a long-range program begun many years ago which 
is designed to effect a greater utilization of indigenous personnel whenever it can 
be demonstrated they can efficiently perform the duties involved. 

So today the United States citizen in the Canal Zone has no assurance of future 
job opportunities or job security with the Panama Canal under this contem 
plated policy of replacement. To offset the ill effects of replacement to some ex- 
tent for United States citizen employees, it is advisable to know how, when, and 
where to expect initiation of this policy. 

What is the target date? 

What proportion of replacement is planned ? 

How many United States citizens will be retained as a permanent force? 
What is the approximate figure or percentage? 

Projected manning scales: If projected manning scales for each canal activity 
were made available, the employee would be able to foresee, to some extent at 
least, his job future. If it is considered impracticable to release planned man- 
ning seales, it is reeommended that a minimum of 6 months be required for notice 
of involuntary termination of citizen employees. 


Employees home leare 

Public Law 737 of the 83d Congress authorized travel expenses from posts of 
duty outside the United States to the employee’s home in the continental United 
States. This in effect was a partial implementation of Recommendation 4 in the 
BAH report. The pertinent part of said law reads as follows: “That expenses of 
transportation shall be allowed, ete.” The Panama Canal Company promptly 
extended the benefits under Public Law 737 to Company Government employees 
and outside of minor adjustments the individual was permitted to select air or 
boat transportation and was reimhursed for cost of same. 

Prior to the enactment of Public Law 737, the Company permitted employees 
to return to the States on its steamship line at a discount of 75 percent of the 
fare for the space occupied. Traffic rates range from $160 to $225. 

The General Accounting Office in its 1954 report on Panama Canal Company 
and Canal Zone Government, page 31, estimates the average cost of carrying 





pa 
ca 
$1 
pa 


Yo 
(a 
(b 
the 


the 
tri 
$1 
7 
spi 
cie 
CO) 
of 

spi 
eff 
me 
el 


tin 
col 
act 
tie 
the 
or 
ap] 
lie 
of 
its 
to 
of 
sul 
cos 
Sti 
ind 
wo 
plo 
I 
tire 
pre 
act 
al 
sel 
fro 
plo 
obl 
pro 
citi 
\ 
me} 
the 
sub 
org 
ope 
tre; 
ins! 
the 


COMMERCE AND RELATED AGENCIES, 1956 673 


passengers was $167, and that for the past 3 years operating expenses of all 
canal organization activities have included charges based on a stated cost of 
$120 arising from travel of their employees and families and the steamship-line 
passenger revenue has been credited with the like amount. 

On April 7, a free new travel system was announced in the zone. For New 
York, the Company will pay the employee $100 round trip for his travel expenses 
(all it would cost via Company boat). For California, $330 a round trip 
(because that is what they figure it would cost to get home to the west coast 
the least expensive way via tourist flight). 

What it boils down to is that the employees can travel anyway they like, but 
the Company will not foot the bill for any higher travel figures than $100 round 
trip; in spite of the fact that one-way passage on their own steamship line is 
$167 as determined by the General Accounting Office. 

We contend that such directive is arbitrary and in complete defiance of the 
spirit and provision of Public Law 737. This is hardly the way to obtain effi- 
ciency in the operation of canal activities and it is respectfully requested that this 
committee by appropriate language in its report, direct the officials in charge 
of the Panama Canal Company, to retract such directive since it violates the 
spirit and provisions of the law. 

Since this committee has evidenced an interest in all matters relating to the 
efficient operation of the Panama Canal Company and Panama Zone Govern- 
ment, we respectfully call its attention to the unique position of United States 
employees working in the zone as compared to their counterpart in the United 
States. 


TOTAL COST RECOVERY POLICY AND ITS EFFECT UPON THE UNITED STATES CITIZEN 


The Panama Canal functions for a dual purpose: (1) To serve the mari- 
time industry of the world; and (2) as a vital defense installation for our own 
country. ; 

The canal organization itself has little or no control over decisions and 
actions taken by other branches of our Federal Government pertaining to activi- 
ties in this area, and specific reference is made to the State Department and 
the treaty negotiations with the Republic of Panama, yet the employees of said 
organization are being vitally affected by such decisions and actions. The 
application of the total cost recovery program authorized by enactment of Pub- 
lic Law 841 has likewise placed additional financial burdens upon the employees 
of the canal. But it is conceded that, for the welfare of our entire Nation and 
its overall international-relations program that consideration must be given 
to other factors than the mere operations of the canal. Since the applieation 
of the policy under Public Law 841 and the current treaty negotiations have re- 
sulted in inereased costs to the Panama Canal, it is our contention that sueh 
costs will have been incurred for the benefit of every taxpayer of the United 
States, and therefore should properly be borne by the taxpayers and by all 
industries, rather than just the maritime industry and the very few taxpayers 
working in this area whose presence here is attributable only to their em- 
ployment with the canal. 

It is a fact that the income of the Company-Government consists almost en- 
tirely of funds received from tolls or from the canal employees. Under the 
present policy the canal recovers the costs, or a portion of the costs of various 
activities, mismanagement, State Department concessions to the Republie of 
’anama, wage increases, and all employee benefits, from the employees them- 
selves through increased charges for services or commodities they purchase 
from the Canal Company. Soon there will be an additional increase to em- 
ployees due to a decrease in services, a decrease in employees, additional treaty 
obligations to be met, and in order for the Company to keep up their margin of 
profit heretofore made, an additional burden will be placed upon United States 
citizen employees. 

We do not feel that they should be taxed to support the United States Govern- 
ment (through payment of income taxes), have an additional tax placed upon 
them to help support the Panamanian Government, the Canal Zone Government, 
subsidize aliens and also subsidize the merchants of world commerce. As an 
organization of United States citizens they feel that any increase in the cost of 
operating the Panama Canal, or payments to the Republic of Panama due to 
treaty obligations, should be distributed over all United States taxpayers 
instead of the 3,700 United States citizens living in the Canal Zone; that if 
the canal is to operate under a total cost-recovery plan, then a proportionate 
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share of the cost should also be borne by world commerce through payment of 
tolls. 
Fringe benefits 

The American citizens in the zone contribute to the fringe benefits of all 
other Government employees through payment of Federal income taxes, but 
other Government employees’ taxes do not contribute to their benefits. 

The United States citizen employees of the Panama Canal Company-Canal 
Zone Government are placed in a unique position; and, as a small individual 
group of employees, they are required to pay all or part of the cost of our 
so-called fringe benefits, viz: 

1. The Government’s portion of our retirement or social security; 

2. Alien cash relief, for aliens only—act of February 20, 1954, Public Law 
299, 838d Congress, 2d session, H. R. 5861, 8S. 2088—sponsored by the Panama 
Canal Company, and amounting to payments of approximately $1 million per 
year or more; 

3. Our Federal employee insurance; 

4. So-called free transportation for home leave; 

5. Disability compensation ; 

6. Free official travel; 

7. Employees leave time and repatriation cost of employees of the Com- 
pany-Government. 

Of these 7 items, 2 are recoverable directly from the individual, 1 and 3 
all others are recoverable through the customers of each division of the canal 
enterprise, with a sizable portion being recovered from the employees them 
selves. In the case of a nonoperating division—one that cannot pay its own 
way—-the cost is prorated over the operating divisions and thus no part of the 
above so-called fringe benctits are paid from Federal funds. To our knowledge 
no other group of Government employees are required to contribute any part of 
the Government's share for similar benefits, rather the Government’s share of 
such benefits is paid from nonrecoverable appropriated funds. We feel, there 
fore, that they should not be required to pay any more toward their benefits 
than does any other Federal employee. 

The non-United States citizen employee of the canal pays greatly reduced 
rates for housing, medical care, ete., but rates charged to United States 
citizens are sufficiently high to cover the cost of the service concerned, with 
enough left over to be applied to the deficit resulting from charges to the 
non-United States citizens. This practice causes a feeling that the Government 
is discriminating against its own citizens my subsidizing, out of Federal funds, 
foreign nationals at their expense. 

We fully intended to make this presentation objective with the thought in 
mind of assisting the Members of Congress to fully understand Company-Govern 
ment employee’s problems and invite their active participation in finding an 
adequate solution for same. 


REDUCTION IN WORK FORCES 


Mr. Ditwec. When the Governor appeared before this committee in 
1954, he made this statement after giving a very substantial picture 
of a reduction in the work forces. This is what he said: 


I cannot emphasize too strongly that the success of that program depends 
on the adequate compensation and fair treatment of employees who are retained 
on the job. 

This committee concurred with this statement in its report No. 
1377, which accompanied H. R. 8367, wherein the following state- 
ment appears on page 26: 

This committee is in accord with the views of the Governor that the success 
of any program for consolidation and efficiency ultimately depends on ade- 
quate compensation and fair treatment of the employees who are retained. 

The Subcommittee on Pan Canal Affairs of the Merchant Marine 
and Fisheries Commiitee of the House filed an interim report after 
full and complete hearings on August 8, 1954, which appears in the 
Congressional Record dated August 4, 1954, on page A5766. 
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After referring to the Booz, Allen & Hamilton study the statement 
continues : 


As to administration most of the witnesses were agreed that considerable 
improvement was possible, although they differed widely as to methods, as to 
employees all were in agreement that the compensation, whether in the form 
of wages or benetits, must be adequate to assure a competent working force 
of United States citizens in the zone. 

In view of the fact that living conditions, by reason of climate and isolation, 
are less attractive than the United States, sufficient inducements must be 
offered to attract and keep necessary employees so as to minimize the expense 
of labor turnover. There was no disagreement as to the necessity of maintain- 
ing present 25 percent differential. 

It appears that the reoccurring uncertainties created by the various changes 
in income are likely to be as damaging to morales as its possible inadequacy. 
The average person requires a degree of security with some opportunity to 
make plans for his future based on his income and the many changes during the 
past few years, without hearing or for that matter without notice has been 
damaging to morale. 


The individual employee working in the Canal Zone was encour- 
aged by the Governor's statement. this committee’s concurrence and 
with the interim report issued by the subcommittee. Whatever bene- 
licial effects these expressions of understanding may have had, they 
were quickly dissipated by so-called administrative decisions this 
year and I cite two examples: 


REDUCTION IN TRUCKDRIVER PAY 


In January of this year the Panama Company regraded truck- 
driver positions in the Motor Transportation Division and notified 
10 United States employees that effective March 6, 1955, by “reason 
of administrative decision” their pay rates would be reduced from 
2.42 per hour United States rate to $1.31 hour, locality rate. 
This effective date was later extended until January 30, 1956. This 
deci ‘ision was appealed by the employees to the Civil Service Commis- 
sion at Washington, D.C. On M: ay 12, 1955 a ruling was handed 
down by EK. A. Dunton, Chief of the Appeals Examiners Office of the 
( ommission reversing the Company as to four of said employees with 
veterans’ preference. ‘The opinion reads in part as follows: 


In arriving at his recommendation reversing the Panama Canal Company’s 
policy, the Civil Service official cited precedents to show—a long-established 
history that whenever a new pay determining system is brought into being, 
action is taken to preserve the incumbents of affected positions from loss so 
long as they occupy those positions. Thus we are led to the conclusion that 
both the Congress and the executive branch of the Government have considered 
something more than mere savings in salary expenses in their dete rming ition as 
to what actions will promote the efficiency of the service when a change in the 
basis of computing salaries is made * * * We note— 


The ruling added— 


that the Company has taken some action to protect the incumbents of these 
positions whose wages are being reduced by almost 50 percent by attempting to 
place them in other positions. But, the action of the Company in informing 
these employees, whose average time of Government employment exceeds 10 
years, that 1 year hence they have the choice of working for approximately 
one-half of their present wage or else seeking employment elsewhere is not one 
that will promote the efficiency of the Federal service. 


The Company has taken an appeal from this decision. 
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GREATER USE OF INDIGENOUS PERSONNEL 


We are informed that this so-called regrading of truckdrivers’ posi- 
tion by the Company is a continuation of a long-range program be- 
gun many years ago which is designed to effect a greater utilization of 
indigenous personnel whenever it can be demonstrated they can effi- 
ciently perform the duties involved. 

So today the United States citizen in the Canal Zone has no assur- 
ance of future job opportunities or job security with the Panama 
Canal under this contemplated policy of replacement. 

May I add that as soon as the treaty is ratified the treaty obligations 
will only lead to more concern on the part. of the individual worker, 
because I know from my experience with officials of the Panama Gov- 
ernment that they believe that when the treaty goes into force and 
effect that all employees who do the same job as an American will be 
paid the same money as the American citizen is receiving down there 
now, less the 25 percent differential. 

Of course, the concern of the individual worker in the zone now 
is if there is a program to replace them, such as is evidenced by the 
action with regard to truckdrivers, we are entitled to know when you 
are going to put that policy into effect, what the target date is. 

With that in mind, these people are again on edge not knowing what 
their future is. 

The next matter I want to call to your attention today was referred 
to by Mr. Munro generally in his statement on employees’ home leave. 
But in listening to the questions of the chairman, T believe that the 
Chair has come to the same conclusion I have. So let me just progress 
along this line. 

PUBLIC LAW 737 


Public Law 737 of the 83d Congress authorized travel expenses from 
posts of duty outside the United States of the employee’s home in the 
continental United States. This in effect was a partial implementa- 
tion of recommendation 4 in the BATTI report. The pertinent part of 
said law reads as follows: 
that expenses of transportation shall be allowed, 


It does not say that they will be adel any differently from any 
other overseas employee. He shall receive the expenses for his trans- 
portation; they shall be allowed. 

The Pan: ama Canal Company promptly extended the benefits under 
Public Law 737 to Company Government employees and outside of 
minor adjustments the individual was permitted to select air or boat 
transportation and was reimbursed for cost of same. 

Prior to the enactment of Public Law 737, the Company permitted 
employees to return to the States on its steamship line at a discount 
of 75 percent of the fare for the space occupied. Traffic rates range 
from $160 to $225, one way. 

The General Accounting Office, in its 1954 report on Panama Canal 
Company and Canal Zone Government, page 31, estimates the average 
cost of carrying passengers was $167, one way, and that for the past 
3 years operating expenses of all canal or ganization activities have 
included charges based on a stated cost of $120, one way, arising from 
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travel of their employees and families and the steamship-line pas- 
senger revenue has been credited with the like amount. 


TRAVEL POLICY 


And on April 7—another one of these irritating things happened, 
and in my opinion wholly unnecessary—a free new tr: avel system was 
announced in the zone. For New Yor k, the Company will pay the 
employee $100 round trip for his travel expense—all it would cost— 
via Company boat. For California, $330 round trip, because that is 
what they figure it would cost to get home to the west coast the least 
expensive way—via tourist flight. 

What it boils down to is that the employees can travel any way they 
like, but the Company will not foot the bill for any higher travel 
figures than $100 round trip. 

Senator Hotianp. Does the $100 per trip cover the cost? 

Mr. Diuwea. Certainly not. I was going to add that in spite of 
the fact that one-way passage on their own steamship line is $167 
as determined by the General Accounting Office. 

Senator H[otutanp. That $167 is the actual cost to the Canal 
Company ? 

Mr. Ditwee. Yes, sir. 

I do not know if you are aware of the fact, but the Governor was 
under fire recently before the Merchant Marine and Fisheries Com- 
mittee of the House, when the chairman, Mr. Bonner, wanted to know 
why the Panama Canal was operating a steamship line in competi- 
tion with subsidized private steamship operators. 1 am informed 
by the Bureau of the Budget that for the first 10 months of this 
vear, the steamship line is in the red on its operations. Whether 
or not those are reasons why the Governor is trying to force the 
employee to use the boat line, I do not know. 

In addition to that, Mr. Chairman, when the employee leaves the 
Canal Zone, and in this case is forced to use the transportation fur- 
nished by the Company, he loses 10 days of his leave, travel leave, 
5 days going to New York and 5 days returning. On the other hand, 
if he were to get on a tourist flight plane, he could be there tonight. 
We think that is pretty highhanded method to force zone workers to 
use the Company's steamship line, and we contend that such directive 
is arbitrary and in complete defiance of the spirit and provisions of 
Public Law 737. This is hardly the way to obtain efficiency in the 
operation of canal activities and it is respectfully requested that this 
committee by appropriate language in its report, direct the officials 
in charge of the Panama Canal Company to retract such directive 
since it violates the spirit and provisions of the law. That you can 
do that is beyond any question. This committee determines what 
moneys should be appropriated for the Canal Zone Government and 
what moneys will be used to pay for home travel leave. 

I believe the Governor testified before this committee a short time 
ago that the House Appropriations Committee cut about $500,000 
out of the appropriation for the Canal Zone Government this year. 
They are seeking to have this committee replace $300,000, but said 
that they felt they could eliminate $200,000 after going into the matter 
of home leave travel expense. Obviously, if they can force the em- 
ployee to use their boats, to come back to the United States and return, 
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it is going to show more revenue for the line, on the books. That is 
all it is, a bookkeeping transaction. 

The Panama Canal C mmrens eventually has to pay for all the cost 
of operation, including the Canal Zone Government and including 
the depreciation of the capital investment in connection with that 
Government. 

Senator Ellender posed a question here with reference to whetlie: 
or not these people pay toward the local government. I say they do. 


INCOME FROM EMPLOYEE ACTIVITY 


The Governor himself in presenting testimony to the Merchant 
Marine and Fisheries Committee of the House earlier this vear. had 
a chart showing that 10 cents of every dollar of income to the Com- 
pany comes from employee activities, which means the commissary, 
housing, and so forth. 


GENERAL ACCOUNTING OFFICE CRITICISM 


In addition, the General Accounting Office has criticized the Com- 
pany Government as to their accounting system. They use what is 
known as the “contributory concept” of accounting. That is, each 
activity, operating alone and any profit is placed into a general pool. 
The general pool is then charged with all overhead expenses. Gen- 
eral Accounting has criticized this method because the *v contend that 
each activity should be charged with its share of the ove ‘thead expense, 
otherwise they cannot be identified. 

In the GAO report this year, they atte: npted to determine the over- 
head cost to be charged to the individual activ ity. 

Senator Hotianp. The General Accounting Office ? 

Mr. Ditwec. Yes, sir. 

I believe the chairman asked the question whether or not the in- 
dividuals that Mr. Munro represented had any comment on the treaty. 

It happens that the USCA have spent considerable time preparing 
such comment. I do not know if this is the proper place to insert it 
into the record, but whatever comment we have we would be glad 
to furnish it at this time and would respectfully request that it be 
included in the record at this time. 

Senator Hottanp. Representing whom ? 


COMMENT ON TREATY 


Mr. Diutwec. The United States Citizens Association. That is the 
employee. 

Senator HoLLaNnp. We will be glad to have it. 

(The statement referred to follows:) 


MEMORANDUM OF COMMENTS OF THE UNITED STATES CITIZENS ASSOCIATION ON 
THE UNITED STATES-PANAMA TREATY AND CONCESSIONS 


We, the United States citizens residing in the Canal Zone. do not believe that 
the people who drew up the treaty are in accord as to its meaning and how it 
will be applied, particularly with reference to the United States Retirement Act 
and the abolishment of United States owned and operated facilities that con- 
tribute to the well being, contentment, morale, and loyalty of the small number 
of citizen employees living in the zone. 

The members of this association feel that unless specific legislation is enacted 
to provide for all additional financial gains in the new treaty obligations to 
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Panama, a huge burden will be placed upon the canal enterprise and its 
employees. 

We would like to see the Senate, concurrently with ratification of the treaty, 
pass a resolution as a firm expression of the people of the United States to the 
effect that while these concessions are being made to Panama, it is to be ex- 
pressly understood that the United States considers the Panama Canal as one 
of its most vital assets, and notwithstanding the wording of the treaty and 
the memorandum of understandings reached, nothing shall be construed therein 
which will be any relinquishment of sovereignty of the United States of America 
over the Canal Zone; and any verbal or unpublished commitments to Panama 
made by any representative of the United States shall not be binding until it is 
ratified by the United States Senate. 

The effects of the new treaty concessions upon our canal enterprise and the 
United States citizens employed therein, will be more far-reaching than is antici- 
pated and can be realized by the general public who are not on the scene. To 
become actually cognizant of these effects it would be necessary to reside in the 
zone for a period of several months; to actively participate in the everyday life 
and problems that arise as a result of the isolation practiced by these citizens who 
give up the advantages offered in their homeland in order to enable their Nation 
this privilege of extending worldwide maritime facilities. 

Aimmong the primary concessions directly affecting the Panama Canal Com- 
pany/Canal Zone Government and the United States citizens, are: 

Increased annuity, from $480,000 to $1,930,000. 
Sanitation—relinquishing right to control sanitation in Panama. 

. Return of lands and improvements—ineludes health and educational facili- 
: employees quarters; Washington Hotel: railroad terminals and facilities. 
Rio Hato maneuver area for Army, rent free for 15 years. 

Withdrawal of privileges to alien employees living in Panama. 

. Subsidization of alien employees and Panamanian economy. 

7. Abolishment of United States rate positions, establishment of single basic 
wage scale, 

S. Uniform application of United States Civil Service Retirement Act. 

%. Termination of manufacturing and processing of goods for sale. 

10. Restricting the source of articles for sale in Canal Zone. 

Respectfully submitted herewith for consideration are the observations, ex- 
ceptions, and recommendations of the members of the United States Citizens 
Association, collectively and individually, pertaining to the late treaty and 
agreement of memorandum reached between the United States of America and 
the Republic of Panama, which will have a direct effect upon the canal organi- 
zation and the United States citizen employees working and residing in the 
Canal Zone: 

1. Annuity payment of $1,930,000: Recommended that the entire payment of 
the annuity to Panama be borne by the United States Treasury, or an appro- 
priation be made therefor, or that legislation be enacted to provide for payment 
by appropriation for that amount over $480,000 or in effect, the increase of 
$1,500,000. 

2. Relinquishing right to control sanitation in Panama: It is reasonable to 
expect that relinquishing the right to control sanitation in Panama will result 
in a truly hazardous condition in the Canal Zone within a few years since their 
standards of sanitation are far below those of the United States. Panama can- 
not be expected to improve their methods for our benefit; rather they will re- 
main exactly where they are, or drop lower instead. And, even though the 
Canal Zone Government will have the right to inspect food products bought less 
expensively for resale in the zone, the quality will not be that to which United 
States citizens are accustomed and have a right to expect from their own Gov- 
ernment. With the expected increase in supply of products from Panama for 
consumption in the Canal Zone by United States citizens there will be far more 
danger to those citizens—if produce is available locally and less expensively the 
quality will drop, and our customary sanitary and quality standards will not be 
met—but the substandard items wiil be the only ones available. 

Recommended that before the policies governing this concession (art. IV) 
be put into practice, definite steps be taken to assure that Panama attains and 
is capable of maintaining sanitary standards equal to those of the United States 
under the Department of Agriculture and Food and Drug Administration 
standards. 

3. Return of lands and improvements to Panama: In addition to other con- 
eessions that allow Panama a direct monetary gain, this concession involves 
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the giveaway of health and educational facilities, railroad terminals and appur- 
tenances, eniployee quarters, Washington Hotel and pool, and in addition will 
render obsolete a number of emplayees’ services, all amounting to millions of 
dollars which were provided by the United States taxpayers many years ago 
It is suggested that a breakdown of these items be obtained and considered 
fully. According to Panama’s Foreign Minister, Senor Octavio Fabrega, the 
monetary value of properties to be returned to Panama under the treaty is at 
least $25 million. 

We are not opposed to this return of lands to Panama, but we insist that 
legislation should include provisions to reimburse the canal (or the United 
States Treasury) for the full and true monetary value. In this instance, since 
a provision has been made for building of a bridge, it is suggested that the 
Senate may provide that full reimbursement will be made by Panama which 
could be credited to the building of the bridge. 

4. Rio Hato maneuver area for Army, rent free for 15 years: We feel that 
the Defense Department should contribute to the canal expenses and overhead 
operations in an amount equal to the fair rental value of this area and it is 
recommended that conditional consideration be given this observation, 

5. Withdrawing privileges from alien emplovees who do not live in the Canal 
Zone: It is our opinion that the withdrawal of privileges from alien canal 
employees who do not live in the zone will tend to increase prices in the com 
missaries, service centers, storehouses, ete., to be paid by the already over 
burdened canal employees, or from tolls; but there would be no objection to 
this policy of withdrawal if specific assurance is given that costs of living 
will not spiral for canal employees still privileged to purchase. In general, 
there is no objection to exclusion of these privileges provided the canal employees 
are not further burdened. 

6. Subsidization of alien employees and Panamanian economy: It is a known 
fact that citizen employees have always been unhappy with their forced sub- 
sidization of alien employees, for as long as any of Panama’s citizens have 
privileges in the Canal Zone, Panama will be unhappy and have a basis for 
complaint. 

We believe the one thing that could happen in the event of abolishment of any 
or all alien privileges and curtailment of canal services to employees, would 
be a lowered standard of living and lowered prestige of our Nation. In any 
event a lowered standard of living on the part of about 3,700 citizen employees 
could not possibly make up the millions lost in revenues, nor is it likely that 
the entire payroll of these citizens, 100 pecent would make up the loss. The 
citizen employee today gives 20 percent of his income in taxes and the canal gets 
the other SO percent, therefore he cannot be called upon to bear any additional 
burden. 

Is our Congress and our Federal Government more concerned with unemploy- 
ment among its own citizens or that of a foreign nation; more concerned over 
maintenance of high standards of living (and work performance) among its 
own citizens or among employees of a foreign nation? Is it concerned with pro- 
tection of American industry? The new treaty will remove the application 
of the Buy Ameriean Act in order that Panama will not have to compete with 
our United States industry. 

Is it concerned with the protection of the sovereignty of the United States 
of America over the canal? To date this has been maintained, but with each 
replacement of a United States citizen with an alien employee Panama’s wedge 
to obtain sovereignty is enlarged. Is it concerned with the quality of job 
performance, or only in obtaining the cheapest help obtainable? Is it concerned 
with the type and quality of its United States citizens who will remain in this 
foreign area, who actually are the examples of America and of our way of life? 

If there is little or no advantage to employment in the Canal Zone, eventually 
the only citizen employees remaining here will be those who cannot compete in 
the larbor market in the United States—hardly good examples of our Nation, 
and hardly capable of operating such a vital and complex installation as the 
Panama Canal. 

There is direct or indirect subsidization, in some degree, by citizen employees 
of the Panama Canal Company/Canal Zone government, toward alien employees 
or the economy of Panama at the present time or will be to a further extent 
under the treaty provisions, in: Government housing; employees’ fringe benefits : 
replacement of United States citizen emplovees with aliens; curtailment of 
emplovees’ facilities; termination of manufacturing and processing of goods for 
sale in the Canal Zone; provision of training programs for alien employees ; with- 
drawal from sale of goods to ships, and from handling of commercial cargo for 
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transshipment on Canal Zone piers; continuing the purchase of supplies, mate- 
rial, and equipment from Panama; alien cash relief fund. 

7. Abolishment of United States rate positions—establishment of single basic 
wage scale: The abolishment of many United States rate positions will result 
with the termination of the railroad service, return of lands and improvements, 
manufacturing facilities, transfer of sanitated areas, curtailment of services 
outlets and the privilege of allowing aliens to compete with United States 
citizens in job classifications of all kinds. 

In the establishment of a single basic wage scale it is feared that wages 
will tend to be lowered (refer to recent case of United States truck drivers 
(heavy equipment operators) and placed on a par with Panamanian rates rather 
than United States rates. 

We are not in accord with this policy that so drastically affects the United 
States citizen employees. The payment of locality wages to both alien and 
United States citizens will disappoint the alien personnel and will cause United 
States employees to seek employment elsewhere. Lowered prestige results for 
our country when United States citizens are forced to accept a greatly reduced 
standard of living. And, we wonder if this policy will be put into effect in 
other overseas areas—say in Japan or Germany? What becomes of the security 
factor involved toward this vital asset, the Panama Canal? And the loyalty 
that is felt by a United States worker in comparison with an alien who owes 
no allegiance to the United States of America? 

We cannot feel there is economy or efficiency in a program that sponsors 
expenditures to train aliens to replace United States citizens, place them on 
an equal status in our civil service and furnish them with a retirement for life. 
Was that the intent of our civil service reform program instituted many years 
ago—to place aliens of any country on a par with United States citizens who 
are better trained? We do not believe that such was the intention of the 
esteemed Commission which set up the civil-service program for United States 
citizens. Too, it is the candid opinion of medical science that no tropical reared 
native can reach the efficiency of a person reared in a temperate climate. 

The practice of a single basic wage scale will result in a downgrading of 
positions for the sake of economy and will result in a dual demoralizing effect : 
(1) in lowered living standards for United States citizens and financial dis- 
advantage that would force them to resign and seek employment elsewhere ; 
(2) would cause discontent and disappointment to aliens who have long antici- 
pated equal United States rates of pay; (8) in lowered prestige of our Nation. 

8. Uniform application of United States Civil Service Retirement Act: We 
cannot concur wholeheartedly in this provision inasmuch as we feel that the 
policy is unfair to all United States taxpayers who contribute toward that portion 
of retirement paid by our Government. So far as we know this is not a policy 
in other countries toward noncitizens, and is not a reciprocal advantage in 
Panama. It sets a precedence and reminds other nations that their citizens 
might be given the same privilege when working for the United States Govern- 
ment in other overseas areas. 

However, in proposing legislation to effect such retirement for Panamanian 
citizens, it is reeommended that specific provisions be included therein to assure 
that the Company/Government’s contribution be derived directly from tolls, 
or from direct appropriation, and not by employee services, commissaries, ete. ; 
that such concession be treated as a specific treaty obligation and not one to fall 
upon Panama Canal employees in any manner. 

9. Termination of manufacturing and processing of goods for sale in Canal 
Zone: We are not in agreement with this policy inasmuch as we feel that a 
lowering of standards and quality will result in products for United States 
employees if forced to use Panamanian goods, in addition to which there is no 
price control assured. 

It is believed that the morale of the United States citizen employee will tend to 
drop even lower and personnel will leave the employ of the canal before they will 
subject themselves and families to a lowered standard of living that results in 
lowered prestige of our Government, poorer quality foods and services for 
themselves: 

That prices will spiral for all who buy, as the United States citizen is forced 
to purchase from Panama and the fact that an inadequate supply may result; 
if Panama sells to the United States and leaves her own people short of com- 
modities, what happens? A dissatisfaction that defeats the purpose that leads 
toward good will and amiable relations between the two countries; 
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Resignations will follow if conditions become intolerable for United States 
citizen employees. 

However, it is recommended that legislation should provide that satisfactory 
qualities measure up to United States standards of quality; to provide that 
costs of plants shut down, or elimination of services under this provision, be 
charged to treaty obligations and not kept on the canal books. 

10. Restricting the source of articles for sale in the Canal Zone: We cannot 
agree with this policy of restricting the source of articles for resale. This 
creates a monopoly for Panama to the deteriment of all other nations, and thus 
deprives the United States citizen of such goods available from other foreig: 
sources. Is this fair to other countries? 

We feel that every citizen of the United States living and working in the 
Canal Zone has the right to receive the highest standard services and advantages 
available from his employer who is their own Government in this instance: 
especially is this true in such an isolated outpost as the Canal Zone. Rather than 
be subjected to whatever substandard services and advantages Panama may 
offer, the United States citizens remaining on the job will deprive themselves, 
to some degree, of necessities and thus further lower their standard of living 
We cannot see the logic in the sacrifice by United States citizens for the purpose 
of subsidizing the economy of Panama. We do not believe a single legislator is 
willing to do this himself, and we feel he should weigh long and diligently 
the consequences of the possibilities of this policy before taking action thereon. 
Would he be willing to sacrifice his standards and advantages to further the 
economy of Panama’? We do not think so. 

It is not difficult to foresee the situation within a few years time, if the new 
treaty is ratified in its present form, and unless steps are taken now to prevent 
this from happening, when the supervisory and skilled jobs are filled by a large 
percentage of Panamanians. Panama asks for another treaty concession, asking 
that the entire Panama Canal be turned over to them, and if such is not granted 
all her workers will be withdrawn from their work in the zone. The conces 
sion would have to be granted, or with the withdrawal of the employees and 
no trained personnel to step in, the canal would be closed until employees 
could be brought to the zone from the States. It is a dangerous situation, 

In conclusion, the members of this association feel that sufficient study of 
the preparation of the treaty was not given beforehand ; that our Government has 
sacrificed too much in order to contribute to the economy of Panama and does 
not realize the far-reaching effects the practices and policies the numerous 
concessions will have upon the economy of our own Nation, of maritime shipping, 
of the canal enterprise or operations, and its employees, 

We are in full accord with the policy of our Government to further the econ- 
omy of all Nations, if and when it is practicable, but we do not agree that such 
contemplated policies should place a financial burden upon our own people to 
the extent that they will cause an undercurrent of dissatisfaction that results 
in a feeling of apprehension and which defeats its own purpose. 


USE OF PANAMANTAN LABOR 


Mr. Ditwec. There are some very serious questions that are going 
to arise when we must meet the treaty obligations, unless the Senate 
goes into the matter of the general language in the provisions of the 
treaty, particularly with regard to the use of Panamanian labor to 
veplace certain United States citizens who are employees of the Pan- 
ama Canal C ompany or Government at this time. More particularly 
there is the very serious question of security with reference to the type 
of activity that is carried on. 

Senator Hottanp. The treaty does not provide that any United 
States citizen who is an employee there will be replaced against his 
will by a Panamanian; does it ? 

Mr. Ditwee. No, it does not. But I have just given the chairman, 
I hope, an example of what is being done in the Canal Zone by the 
Company at this time when, by reclassifying and lowering the stand- 
ards of a particular job the individual is informed that unless he wants 
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to work for less wages, he must find other employment and although 
they will try to assist in replacing him in the Canal Zone, but there is 
no assurance. If that policy is to be continued, certainly there is no 
job security at all for the individual. 


DISTINCTION BETWEEN HIGH-LEVEL AND OTHER JCBS 


Senator HoLtaNp. [have one more question. Does this treaty make 
distinction between the high-level jobs—involving engineering ques- 
tions and engineering decisions, and important ‘decisions of s safety 
and security of passage of ships through the canal, and so forth—and 
the other positions to which the Panamanians are allowed to be em- 
ployed on an equal basis with United States citizens? 

Mr. Ditwea. I cannot give you verbatim what the provision pro- 
vides, but Iam certain there is a provision in the treaty as to quali- 
fication and security. In other words, it is up to the officials in charge 
of the operation of the activity to determine whether the man is quali- 
fied and whether he could be accepted as a security risk. 

Senator HoLttanp. I do not mean just that. I mean does the United 
States withhold from this agreement about the use of Panamanian 
workers, the important engineering and other positions that have to 
do, for example, with the decisions made that fix the terms of passage 
and regulate safety, and security, of ships, and the like, and other 
positions which may be important to our control and use of the canal ? 

Mr. Ditwee. I cannot answer that specifically now, but I certainly 
would like to furnish you with that information. 

Seuator Hottanp. | would be glad to have it, but not necessarily 
for this record. It would seem to me that the treaty would certainly 
have to make an exception there just as, of course, it would not limit 
the use of members of the United States Armed Forces in the protec- 
tion of the canal, and other personnel that might not be actually in 
the ae ation of the important structures that are in the canal. 

Dinwee. | am certain today that the skilled jobs in the Canal 
ae and sensitive jobs from the security angle, are only being per- 
formed by United States citizens. 

Senator Hottanp. Does the treaty provide a continuation of that? 

Mr. Ditwea. I cannot answer that at the present time. 

S. nator Hotnanp. All right. 

Mr. Ditwee. That concludes my statement. 

Senator Hontanp. I am told that the treaty does provide that the 
United States can assign any positions which it regards as sensitive 
to either security or safe operation of the canal to be held exe lusively 
by United States citizens. 

Mr. Ditwre. The balance of my statement deals with the unique po- 
sition of the individual worker in the zone. I certainly wish to state 
at this time that it is a pleasure to appear before your committee. 

Senator Hottanp. We are glad to have you, Mr. Dilweg. 

Mr. Dinwee. Your continued interest inthis very vital activity, the 
Canal Zone, is invited. Would you like to ask Mr. O’Neal about any- 
thing ? 

Mr. O’Neat, Mr. Chairman, in the interest of saving the commit- 
tee’s time, I would like to say that I subscribe to what Mr. Dilweg 
stated, and I have nothing further to add to it. 
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Senator HoLLanp. We are very glad to have had you gentlemen ap- 
pear as witnesses and advisers of this committee. 

The next witness is Mrs. Katherine Ellickson, associate director of 
research, CLO, who will testify on matters pertaining to the Census 
Bureau. 

Crnsus Bureau 


CONGRESS OF INDUSTRIAL ORGANIZATIONS 


STATEMENT OF MRS. KATHERINE ELLICKSON, ASSOCIATE 
DIRECTOR OF RESEARCH 


CENSUS BUREAU AND INTER-AMERICAN HIGHWAY 


Mrs. Exnickson. We appreciate the opportunity of having the CIO 
position presented to your committee, Mr. Chairman. 

As cochairman of the Labor Advisory Committee to the Bureau . 
the Budget, in connection with its Office of Statistical Standards, 
and other CIO people have met to consider the problems of the Census 
Bureau in preparing its data. We are convinced that the appropria- 
tions requested by the Census Bureau are well worthwhile. 

I am happy on this particular occasion to be able to agree so heartily 
with what the representative of the Ford Motor Co. said. I hope this 
is a forecast of an agreement on more important matters. He pre- 
sented very clearly the importance of accurate information. 

Just as we support increased appropriations for the United States 
Department of Labor and the Department of Health, Education, and 
Welfare, we urge that you approve the amounts for the Census Bureau 
requested by the administration. 

I would like to have my entire statement incorporated into the 
record. 

Senator Hottanp. That will be done. 


PREPARED STATEMENT 


Mrs. Exxickson. It is in two parts, dealing with the Census Bureau 
and the Inter-American Highway. 
(The statement referred to follows :) 


STATEMENT ON BEHALF OF THE CONGRESS OF INDUSTRIAL ORGANIZATIONS BY Mrs. 
KATHERINE ELILICKSON, ASSOCIATE DIRECTOR OF RESEARCH, CIO, ON INCREASED 
APPROPRIATIONS FOR THE UNITED STATES DEPARTMENT OF COMMERCE 


For the same basie reasons which cause us to support increased appropriations 
for the United States Department of Labor and the Department of Health, Edu 
cation, and Welfare, the CIO urges that you approve the amounts for the Census 
Bureau requested by the administration. 

Both private organizations and all branches of the Government require in 
creased information as a basis for formulating constructive public policy. The 
amounts spent to obtain and publish data are trivial compared to the potential 
increase in national output and individual well-being that can result. <A dollar 
spent to avoid economic waste or stagnation is more than recaptured through 
an increased flow of income and the taxes which the Government will collect 
therefrom. 

While we support restoration of all the items reduced or eliminated by the 
House, we are especially concerned with the following items: 

1. The current population survey should be strengthened by an increase in 
the sample and by various improvements in method which will increase the 
reliability of resultant information. This survey is the only regular source of 
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comprehensive data on employment and unemployment. Over the years our 
labor research directors have examined the methods used by the Census Bureau 
in addition to making continual use of its statistical results. We are aware 
of the complexity of the problems involved, and we have made various recom- 
mendations for improvement of techniques and classifications. The basic ap- 
proach of utilizing a broandened national sample is sound, and the sum of half 
a million dollars requested by the Bureau is essential for overcoming present 
limitations. 

We note that the House committee report allows an increase of $75,000 over 
1955 to the Office of Business Economics “to finance a special study of unemploy- 
ment throughout the country.” No details are available on intentions in this 
regard, but we feel the amounts requested by the Census Bureau are far more 
essential and potentially constructive. 

2. The intercensal housing survey will bring up-to-date national information 
on current housing and the needs of the population. This material is of great 
interest to our members as well as to other parts of the population. 

Our special mention of these items does not detract from our support of the 
other programs that would be damaged by the House action, such as the annual 
surveys of manufactures, the survey of revenues, and expenditures of State and 
local governments, and the developmental work needed for the 1955 censuses. 


STATEMENT OF THE CONGRESS OF INDUSTRIAL ORGANIZATIONS REPRESENTED BY 
KATHERINE ELLICKSON, ASSOCIATE DIRECTOR OF RESEARCH ON PAN-AMERICAN 
HIGHWAY 


The Congress of Industrial Organizations is firmly convinced that the welfare 
of the peoples of our hemisphere is bound closely to the development of com- 
mercially usable communications in and between the different Republics of the 
Americas. 

One of the most dangerous aspects of the present economic situation in this 
continent is the continuously growing gap between ‘the living standards in the 
economically developed areas, particularly the United States, and the more under- 
developed areas. Such a situation can only cause increased friction and unrest. 
It will be little satisfaction to the people of the United States to see Congress 
at a later date obliged to appropriate increased sums of money for military secu- 
rity to offset a popular unrest, due to bad economic conditions, which can be 
played upon by enemies of democracy. 

It is deplorable that during his recent visit to Central America a prominent 
member of the present administration made promises of administration and 
congressional action that were not in accordance with any expressed will of the 
United States Congress. Yet, two facts stand out: first of all the undeniable fact 
that the promise of a rapid completion of the Pan-American Highway has aroused 
among the peoples of Latin America not only enthusiasm but new hope in the 
future economic development of their countries; and secondly, the fact that the 
serious lack of usable land communications is a definite drag on the development 
of those lands. 

The statement that the completion of the highway in 3 years would cost more 
than doing it slowly over a long period of years, must be weighed against both 
the political advisability of building up a strong hemisphere as quickly as pos- 
sible and the economic fact that the opening up of new areas to cultivation and 
commerce will certainly result in far more than that in increased trade and 
production, 

We therefore urge your support of the administration recommendation of 
$74,980,000 for the rapid completion of the Pan-American Highway. 


GENERAL STATEMENT 


Mrs. E.nickson. We are, in addition, interested in adequate appro- 
priations for the other important functions covered by this bill, but 
we deal with these two parts in the statement. 

L would like to dwell especially on the importance of the appropri- 
ation requested for the current population survey, which yields the 
data on unemployment and employment. ‘This requires an increase 





686 COMMERCE AND RELATED AGENCIES, 1956 


in the sample and various improvements in method which will in- 
crease the reliability of resultant information. 


UNEMPLOYMENT SURVEY 


This survey is the only regular source of comprehensive data on em- 
ployment and unemployment on a national basis and covering all 
groups in the labor force. We are aware of the complexity of the 
problems involved, and we have made various recommendations for im- 
provement of techniques and classifications. The basic approach of 
utilizing a broadened national sample is sound, and the sum of half a 
million dollars requested by the Bureau is essential for overcoming 


present limitations. 
HOUSE COMMENT 


We note that the House committee report allows an increase of 
$75,000 over 1955 to the Office of Business Economics— 
to finance a special study of unemployment throughout the country. 

No details are available on intentions in this regard, but we feel the 
amounts requested by the Census Bureau are far more essential and 
potentially constructive. 

The intercensal housing survey will bring up to date national in- 
formation on current housing and the needs of the population. It 
will yield data on the housing of low-income groups and on the char- 
acteristics of certain people who own various types of housing as well 
as on vacancies. 

Our special mention of these items does not detract from our sup- 
port of the other programs that would be damaged by the House 
action, such as the annual surveys of manufactures, the survey of 


revenues and expenditures of State and local governments, and the 
developmental work needed for the 1955 censuses. 


INTER-AMERICAN HIGHWAY 


We support rapid completion of the Inter-American Highway be- 
cause the Congress of Industrial Organizations is firmly convinced 
that the welfare of the peoples of our hemisphere is bound closely to 
the development of commercially usable communications in and be- 
tween the different Republics of the Americas. 

One of the most dangerous aspects of the present economic situa- 
tion in this continent is the continuously growing gap between the 
living standards in the economically developed areas, particularly the 
United States, and the more underdeveloped areas. Such a situation 
can only cause increased friction and unrest. It will be little satis- 
faction to the people of the United States to see Congress at a later 
date obliged to appropr iate increased sums of money for milits ry se- 
curity to offset a popular unrest, due to bad economic conditions, 
which can be play “a upon by enemies of democracy. 

As you know, this highway will be run to Guatemala, and we have 
been very much concerned about recent developments there. We be- 
lieve this highway will assist in the improvement of economic condi- 
tions in Guatemala and in the better understanding between our peo- 
ple and the peoples in the countries to the south. 

It is deplorable that during his recent visit to Central America, a 
prominent member of the present administration made promises of 
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administration and congressional action that were not in accordance 
with any expressed will of the United States Congress. Yet two facts 
stand out: First of all the undeniable fact that the promise of a rapid 
completion of the Pan-American Highway has aroused among the 
peoples of Latin America not only enthusiasm but new hope in the 
future economic development of their countries: and, secondly, the 
fact that the serious lack of usable land communications is a definite 
drag on the development of those lands. 

The statement that the completion of the highway in 3 years would 
cost more than doing it slowly over a long period of years, must be 
weighed against both the political advis: ibility of building up a strong 
hemisphe re as quickly as possible and the economic fact that the open- 
ing up of new areas toe ultivation and commerce will certainly result 
in far more than that in increased trade and production. 

We therefore urge your support of the administration recommenda- 
tion of $74, 980,000 for the rapid completion of the Pan-American 
Highway. 

Thank you very much. 

Senator Hotnanp. Thank you very much for your statement. 


Maritime ACTIVITIES 
CONSTRUCTION OF CARGO VESSELS AND TANKERS 


We have a letter from Mr. Monro B. Lanier, president of the In- 
galls Shipbuilding Corp., of Birmingham, Ala.. and its Pascagoula 
plant, Pascagoula, Miss., to Senator John C. Stennis, a member of our 
Appropriations Committee, which I will insert in the record as re- 
quested by Senator Stennis. 

(The letter referred to follows :) 


THE INGALLS SHIPBUILDING CorpP., 
Pascagoula, Miss., May 16, 1955. 
Hon. JOHN C. STENNIS, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR: We are greatly concerned in learning that the subcommittee 
of the House Appropriations Committee which is considering appropriations for 
the Department of Commerce has deleted from the requested budget of the 
Maritime Administration for 1956 fiscal year, funds for the construction of 2 
prototype cargo vessels and 1 prototype tanker, as well as funds for acquisition 
of tankers under the trade-in-and-build program, and the conversion of a Liberty 
ship with new type propulsion. 

We invite your attention to the fact that no contracts for new construction 
for the American merchant marine by Maritime Administration have been 
awarded since 1952. We believe that upward of 90 percent of the vessels in the 
reserve fleet of the American merchant marine are obsolete and the active mer- 
chant marine is rapidly approaching block obsolescence at the recognized peril 
of our national defense. 

The Secretary of Commerce and Administrator of the Maritime Administration 
have made a comprehensive study of the necessary means of rebuilding the 
merchant marine which has been preesnted to the Congress. For the purpose of 
implementing this forward movement the construction and technical staff of the 
Maritime Administration have developed designs of a number of classes of vessels 
for the purpose of standardization to meet the varied needs of commerce and 
future mobilization. 

The proposed construction of prototypes of the two classes of vessels will pro- 
vide tested full scale models for the merchant marine and on completion and 
trial will serve as models for the necessary replacement program of the subsi- 
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dized lines as well as providing detailed working drawings for mass production 
of a proven design in event of a national emergency. 

The need of an adequate reserve of tankers and the construction by private 
industry of new high-speed tankers in view of the menace of high-speed sub 
marines in the hands of possible hostile nations is recognized. 

The development of a practical gas turbine for marine propulsion which is 
contemplated in the conversion of a Liberty ship represents forward thinking 
and planning which we believe to be essential to our defense in event of war in 
order to provide adequate and efficient propulsion equipment in excess of the 
capacity of the construction of geared turbines, diesel engines, and other types of 
propulsion equipment, is next in importance to the development of nuclear pro- 
pulsion and far more practical for earlier and quick application and at reasonable 
cost. To defeat this planning or deferring such development would in our 
opinion be retrogressive, would discourage progress and would be a direct blow 
to our future national security. 

You are aware of the desperate situation of the shipbuilding industry empha- 
sized in that other industry as a whole is undergoing a period of prosperity and 
that disregarding the economic aspects pertaining to the builders the loss of the 
highly trained skilled technical staff, technicians and shipyard workers that will 
result from a continuing lack of work would be a staggering blow to the national 
defense in event of a national emergency. 

To cancel the appropriation requested by Maritime Administration for the 
purpose stated might result in a fatal delay at the cost of many thousands of 
lives and billions of dollars as the result of unpreparedness in respect to shipping, 
as in World War IL should world war IIT develop. 

We urge that you use your influence in the effort to have restored these rela- 
tively meager appropriations for such an important and essential purpose in this 
time of critical need. 

Yours respectfully, 
Monro B. LANIER, President. 


Civin Arronavutics Boarp 


AIRMAIL SUBSIDY 


Senator Hottanp. [have been furnished by Senator Hayden a letter 
dated May 26, addressed to Senator Hayden by Hon. Paul If. Douglas, 
a Member of the Senate, requesting that said letter be placed in the 


record of the committee, which Lam now glad to do. 
(The letter referred to follows:) 


UNITED STATES SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
May 26, 1955. 
Hon. Cart HAYDEN, 


Chairman, Senate Appropriations Committee, 
Washington, D. C. 

Dear SENATOR HaypeN: You recall that last year and previous years, I have 
consistently advocated reduction in the appropriations for airmail subsidy in 
the interests of the American taxpayers, 

On pages 2159-2164 of your hearings of last year on the airline subsidy appro- 
priation requested by the Civil Aeronautics Board were listed a large number of 
subsidiaries of subsidized airlines. 

I have had considerable correspondence with the General Accounting Office 
and with the Civil Aeronautics Board on this matter and want to lay before your 
committee as much information as is possible. I am handicapped in this regard 
in that the report of the CAB dated May 20, 1955, on the relationship between the 
most heavily subsidized airline, Pan American, and the largest of all the sub- 
sidiaries, the Intercontinental Hotels Corp., is stamped: “Publice disclosure of this 
information not authorized by the CAB.” 

There is no justification in saddling the taxpayers, directly or indirectly, as 
appears to have been done, through the device of airmail subsidies, with ventures 
such as hotel chains and real-estate development companies which are entered into 
by airlines for which the CAB is asking your committee to appropriate subsidies. 
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Whereas the CAB advised the House (Appropriations (‘ommittee hearings on 
1955 CAB budget, p. 636) that Pan American owned only about 20 percent of 
Intercontinental Hotels Corp., it develops that the true facts (coniirmed in your 
hearings of last year, p. 2114) are 100 percent. This fact is important because 
section 407 (e) places responsibility on the CAB to audit the books of subsid- 
iaries. The law defines subsidiaries as companies over which the parent com- 
pany exercises effective control. If the extent of Pan Americ:n’s ownership of 
Intercontinental Hotels Corp. were only 20 percent, it might be argued whether 
effective control exists, and, therefore, whether the CAB is responsible for audit- 
ing, but there surely can be no arguinent in the face of the fact of 100 percent 
ownership. 

Unfortunately, however, I find that the Government has never conducted a 
complete audit of this subsidiary. 

The investigative report of the House Appropriations Commiitee referred to 
in House Report 207 is extremely critical of this failure of the CAB to conduct 
the necessary audits of the subsidiaries. At your hearings on the second sup- 
plemental, the Civil Aeronautics Board talked about the difficulties of invading 
friendly South American countries to get the books of subsidiaries in which our 
airlines owned only a minority interest. The General Accounting Office informs 
me, however, that in this instance Pan American owns, not a minority interest 
of Intercontinental Hotels Corp. but a 100-percent interest, and, further, that the 
headquarters of this hotel corporation are located in the same building, the 
Chrysler Building, as the parent airline. Therefore, there seem to be no real 
obstacles to a complete Government audit of this hotel corporation and similar 
subsidiaries. 

I was unsuccessful in obtaining from the CAB a statement of the gross trans- 
actions between the subsidized airlines and their subsidiaries, but I have obtained 
a tabulation of the net transactions, which I submit for inclusion in the record 
of your hearings following this letter. 

This CAB tabulation shows, for example, that in the calendar year 1953 alone 
Pan American advanced $2,530,063 more to its subsidiary, IHC, than it received 
hack. 

It would appear that we are subsidizing Pan American, which in turn is sub- 
sidizing its wholly owned hotel firm. 

As you know, a man would be thrown off the public relief rolls immediately 
if he were found to own a valuable hotel, let alone a whole chain of them. Here 
we are confronted with the spectacle of an airline appealing to the Government 
for vast subsidies at the public expense on the basis of its alleged “need,” while, 
at the same time, we find it owns a whole chain of luxury hotels and advances 
millions of dollars yearly on these hotels. 

These facts, plus others which you will find in the attached tabulation, indi- 
cate the necessity for a drastic reduction in airline subsidy in the interest of 
the taxpayer. 

In my book, Economy in the National Government, I pointed to the possibility 
of reducing airline subsidies by $40 million per year. 

Since we now have a chance to vote on airline subsidies separately from the 
appropriation for compensation for actually flying the mail, I hope your com- 
mittee will see fit to make a reduction of this size in the subsidy appropriation 
now before you. 

Sincerely, 
Paut H. Dovatas. 


Civin Agronautics ADMINISTRATION 


CLOSING COTULLA AIRPORT, TEX., STATION 


Senator Hotianp. I also wish to place into the record a wire to 
Senator Lyndon B. Johnson from J. W. Martin, county judge, and 
other citizens, of Cotulla, Tex. 

(The telegram referred to follows :) 


CoTULLA, TEX. 
Hon. Lynpon B. JOHNSON, 
United States Senate, Washington, D. C.: 


CAA threatens again to close Cotulla Airport communications station. Air 
traffic here is heavier than some stations they do not plan to close. False 
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economy if we ever saw it. Every year this station saves one or more Govern 
ment aircraft which would cost many times as much as it costs to operate 
communications. One T-33 from Laughlin would definitely have been destroyed, 
probably losing pilot’s life without this aid in March. Civil air traffic still im- 
portant. Also remembering your good help last year, trust you will make strong 
recommendations to CAA and to Senate committee handling commerce 
appropriations. 

J. W. Martin, County Judge, 

M. L. Gappis, Mayor, 

B. E. LUDEMAN, Chamber of Commerce 


PROPOSED MASTER LIBRARIAN 


Senator HoLLanp. Next I will insert the statement of R.S. Ould as 
to proposed master librarian for the Department of Commerce. That 
will be incorporated into the record at this point. 

(The statement referred to follows:) 


STATEMENT OF R. S. OULD AS TO PROPOSED MASTER LIBRARIAN FOR DEPARTMED 
COM MERCE 


I am a former employee of the Department of Commerce and live in Washing 
ton, and I have considerable interest in the libraries of the Department of Com- 
merece in connection with my continuing interest in scientific matters, and us a 
patent attorney. I wish to express the opinion that it would be desirable at 
least for the present to avoid the proposed establishment of a new position of 
Master Librarian or Departmental Director to have charge of all of the libraries 
of the Department of Commerce, and that the existing setup be continued until 
such time as very substantial change in conditions may appear to warrant such 
a centralized library authority for the Department. 

This subject of the new position of the proposed new Director of Libraries is 
brought out on pages 39 and 54 of the House hearings as follows : 

“Mr. Moore. * * * We are requesting two additional positions in the area of 
administrative services for the purpose of providing a strong departmental li- 
brary program. These are a director and a secretary. With the aid of highly 
qualified Government librarians from other agencies, a thorough survey of library 
organizations and proceedings within the Department has recently been com- 
pleted. Based largely on that study, it is believed that we can approve this 
aspect of administrative services and very likely effect significant savings in the 
mutter of procurement of books, periodicals, magazines, etc. 

* * * * * * * 

“Mr. Bow. You are requesting two additional positions for the purpose of pro- 
viding a strong departmental library program. What has the program been in 
the past? 

“Mr. Moore. We have had no program in the past. 

“Mr. Bow. You do have a library. 

“Mr. Moore. We have nine libraries. 

“Mr. Bow. Will this consolidate the nine? 

“Mr. Moore. No, it would not be possible to consolidate the nine, but we will 
not duplicate the activities. We plan to have 1 departmental library and 8 
branches. In the past there was no head to our libraries. Each bureau has run 
its library as it saw fit. No one has understood libraries. Libraries, as I under- 
stand it, is a field of its own. We were fortunate in being able to get three 
outstanding people in the Government to make a survey, and without cost we got 
the chief librarian of the District of Columbia to sit in on this. We spend 
$745,000 on our libraries. We are sure that we can make savings or we can 
hring many of our libraries up to date. For instance in our law library we have 
not had the money to buy the new books we need there. We think from the 
savings in management we can have far more efficient and better used libraries. 

“Mr. Bow. How many people do you have in your library service now? 

“Mr. Moore. Total? 

“Mr. Bow. Yes. 

“\Ir. Moore. I do not think that I have that figure, Mr. Bow. 

“Mr. Bow. I would like to have that provided for the record. 

“Mr. Moore. Very well.” 
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(The information is as follows:) 

“The number of library employees in the Department of Commerce as of 
March 81, 1955, was 125. 

“Mr. Bow. After you strengthen the personnel we will have somebody with 
an idea of building a big library in the Department of Commerce. In the Library 
of Congress we have had that same situation. 

“Mr. Moore. We have no such intention.” 

In the Senate hearings, testimony of Mr. Nielson and Mr. Moore on the Master 
Librarian appears on pages 12-13 and 114-117 of the stenographic transcript. 
At pages 12, 13 reference is made to the report of the survey made by a committee 
of 8 Government librarians, on the Department’s library operations. 

It is Iny suggestion that there should be secured from the Department of Com- 
merce and incorporated in the record of these present hearings, a copy of the 
complete text of the report of the survey made by this committee of three Goy- 
ernmental librarians on the library operations of the Department of Commerce. 
It is also suggested that inquiry be made of the Department as to whether 
a separate report was made on this subject in any form by the Chief Librarian 
of the District of Columbia referred to on page 54 of the House hearings, and 
that if there is such a separate report, that should also be incorporated in the 
record of the present hearings. 

The House did not approve these two new master librarian positions. The 
comment by Representative Bow as to “building a big library” is suggestive of 
one reason for lack of House approval. 

Information available is to the effect that during the past few months, there 
has been instituted a Department of Commerce Library Council, which holds 
regular frequent meetings, and is composed of the librarians or staff members 
of the various libraries of the Department. The establishment of this council 
was presumably one of the recommendations made by the committee of three 
librarians that looked over the library operations of the Department last year, 
and is presumably a good idea. Of course, in interlibrary relations where liaison 
has been found to be productive, as between the several scientific libraries of 
the Department as distinguished from statistical and economic, there has un- 
doubtedly been always much liaison by telephone conferences, and at meetings 
of local library professional groups, and the new roundtable Council meetings 
simply make this former interlibrary liaison more regular and closer. It would 
seem that for at least a couple of years, opportunity should be afforded for 
this departmental library council to work out coordination and cooperation 
in the library operations of the Department, instead of at this time trying to 
establish a pyramided supermilitary library organization in the Department, 
creating a new higher rated position than has existed before. 

The picture of looking over a particular line of Government activity, ascer- 
taining number of personnel and budget, and then surmising that here is an 
opportunity to create a nice grade 18 or grade 14 position for someone, is a 
very familiar picture in Washington, and in general it has been the Appropria- 
tions Committee which have held this trend within such bounds as it has been 
held within. 

Based on my contacts with the libraries of the Department of Commerce over 
a long period of years, it is my opinion that the establishment of this new posi- 
tion of a departmental Director of Libraries for the Department of Commerce 
would not substantially improve the service or operations of the various libraries 
of the Department, and further, that the establishment of this new position 
could very possibly decrease in some instances the service now being rendered. 

Reference is made to Department of Commerce Secretary’s order No. 147 
issued July 1954 as to certain administrative operations of the Department, and 
in the concluding paragraphs of which, provisions were made as to a depart- 
ivental librarian supervising library activities of the Department and formulat- 
ing library policies for the Department. This order was not published in the 
Federal Register, although the publication of orders of this type in the Federal 
Register is usual. It is sugested that there be procured from the Department 
a copy of this order No. 147 as amended July 1954, and that the paragraphs 
thereof relating to the libraries of the Department be incorporated in the record 
of these hearings. Copies of this order 147 are not available to the public at 
the Department. 

It is pointed out that the library on the seventh floor of the main building of 
the Department of Commerce, has traditionally over a period of years been the 
library of the Bureau of Foreign and Domestic Commerce, and of the Secre- 
tary’s Office, rather than an all-inclusive Department library, and that its col- 
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lections have largely been concentrated in the fields of economies, foreign rela- 
tions, and certain social sciences, with some general fundamental reference ma 
terial, and that this library has made very little effort to cover the specialized 
activities of other bureaus of the Department, for instance the scientific bureaus 
In the case of a very considerable portion of the kind of material that has been 
kept in this seventh floor library in the Department’s main building, the useful 
life of the material! is largely concentrated in the first few years after its publi 
eation, and many serial titles have not been permanently bound for that rea 
son, and some serial titles are disposed of after a certain time, this being called 
transient material. 

On the other hand, in the Patent Office library in the same building, books and 
periodicals become more and more usefully important in scientific works with 
the passage of time, and little material received is of simply transient value 
The same remark applies to other scientific libraries of the Department. From 
the point of view of library technique, the techniques and operations and per 
sonnel applicable to a library largely handling transient materia] are different 
from a library handling material which is largely of permanent value to the 
readers using the library. 

In the quoted remarks above from the House hearings appears the sentence: 
“Libraries, as I understand it, is a field of its own.” The accuracy of this state 
ment depends entirely on the way it is to be interpreted, and it is entirely possible 
to construe this sentence in such a way that it is entirely untrue. The function 
of any library is to render to the readers that use it the type of library service 
that they need. It is entirely possible to set up ex cathedra an elaborate and 
expensive structure of a library that is a mausoleum and a bureaucracy which 
is completely useless as to rendering service to the readers it is supposed to serve. 
Such examples are not unknown. There is no substitute for having the person 
who is ultimately responsible for determining the policies of a given library 
right on the spot continuously meeting his readers and learning his problems 
and desires and making the necessary decisions, with a minimum of supervision 
by other library personnel. Autonomous relations in this field make for initia 
tive and personal pride on the part of a bureau librarian and tend to maintain 
higher standards of library service in that bureau. Of course, it is desirable 
that the professional staff of the bureau served by a bureau library should have 
channels for expressing their desires and needs as to library service in an effec 
tive manner, and in some scientific bureaus of the Department at least there have 
been from time to time library advisory committees to make such needs more 
effective. The establishment of an overall departmental Director of Libraries 
is bound to decrease the initiative and pride of a bureau librarian in the activi- 
ties and grade of service rendered by his own library, and to detract from the 
credit he would otherwise receive for maintaining a high standard of library 
service. 

Upon the establishment of the administration which was the predecessor of 
the present Department of Health, Education, and Welfare, the effort was made 
to assemble together in one large space in the Social Security Building, various 
unrelated libraries including the Office of Education and the Public Health 
Service, and to establish integrated control. Persons using these libraries or 
integrated library, found service deteriorated. The Public Health Service Library 
has now been moved comparatively recently to the National Institutes of Health 
at Bethesda, where it can be administered much more closely with the activities 
of the type of reader consulting its collections. 

When inquiry shows that the libraries of two different bureaus have the same 
material on their shelves which apparently constitutes unnecessary duplication, 
such duplication may often be only apparent. The real criterion is the kind 
of use which is to be made of the material and the kind of reader who is to 
use it. Effective use of library material requires that a reader using a given 
library shall have the various works which he is actually using, together at 
the same spot at the same time when he wants to use it, and is not required 
to wait for a work to be acquired on interlibrary loan, perhaps getting an 
eventual report that the desired work has heen loaned by another library to 
someone else. Such experiences are not infrequent. In a given bur an library 
that has a liberal policy of interlibrary loans, the employees of that bureau are 
likely to often find that the book they thought was on the shelf in their own 
library and instantly available, is in fact out on interlibrary loan, and will not 
he back until after their need for the book has passed. This situation materially 
decreases the initiative and interest of professional staff is trying to see that 
their own library is built up. Some bureau libraries find it necessary to refer 
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employees of other bureaus of a department to their own bureau library for 
certain kinds of service, to avoid impairment of their service to their own staff. 

It is believed that a study of the reports of surveys, and the Department Order 
147, whose acquisition and inelusion in these hearings is above suggested, will 
facilitate an understanding of the problem of this master librarian. 

It is therefore my hope that the Senate will concur in the action of the House, 
and not recommend the establishment of this new position of Department 
Director of Libraries at this time, and that the existing practices now in effect 
as above outlined, be continued without change, subject, of course, to normal 
and ordinary administrative consideration. 

The performance of library service is essentially a professional service requir- 
ing a high degree of professional library competence, but requiring even more, 
close personal contact and personal interest in the reader and his problems, and 
the determined desire and will to render maximum service to the reader as a 
person. Such contact and will are negatived as the person making library deci- 
sions gets more remote from the reader. Bureau chiefs, who are usually profes- 
sional men in their own field, can much better supervise the library of their own 
bureaus much more effectively than a remote departmental director of libraries, 
and this has been the general practice in the past. To the extent that the line of 
command has been direct from the bureau librarian direct to the chief of that 
bureau without intermediary, experience is that library service of bureau li- 
braries has improved. The fruit of such accumulated experience should not be 
summarily disregarded. 

Senator Hont_anp. IT am not going to close the record because we 
requested the Bureau of Public Roads to give us a full statement of 
their position on the Inter-American Highway. We have not yet 
received that information. 

There are certain communications being provided by other Mem- 
bers of Congress, which will be inserted after this hearing. 

We also requested other information from the Department of 
Commerce which is to be furnished, after which the record will be 
closed. 

(The following was received later :) 





STATEMENT BY SENATOR LyNDON B. JOHNSON 





Mr. Chairman, the Commerce Department appropriation bill passed by the 
House of Representatives provides $103 million for operation and regulation for 
the Civil Aeronautics Administration. This is a reduction of $3,150,000 from 
the item requested in the budget. 

This appropriation covers expenditures for our airway safety facilities—traffic- 
control towers, airway communications stations, and the traftic-control centers 
which keep commercial and military air traffic properly spaced to insure safety 
for planes and passengers. 

I respectfully suggest that your committee give careful consideration to the 
question of whether the reduced budget for CAA operation and regulation 
might impair these vitally important functions. 

Nven the budget item requested is based on the closing of 31 airway communi- 
‘ations stations in less traveled airlanes to permit increasing the coverage where 
travel density is highest. These stations are needed where they are located. 
That fact is not changed by the greater need elsewhere. 

We can afford to go only so far in seeking to economize in the operation of 
our air safety program. We cannot afford to follow monetary policies which will 
force the CAA to take dangerous safety risks. 

These airway communications stations throughout the country also serve as 
weather observation stations, a most important function. Many of them have 
the only weather observation instruments to be found for miles around. Many 
of them lie in areas where disastrous storms have their beginnings. In such 
areas the extent of observation coverage may spell the difference between a storm 
foreseen and guarded against and an unpredicted disastrous tornado. 

Mr. Chairman, I believe a real need exists for restoring the appropriation for 
CAA operation and regulation to the amount requested in the budget. Further- 
more, I eall your attention to the fact that the sum of $975,000 in addition would 
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permit the continued operation of the communications stations now threatened 
with being closed. 

Clearly we cannot in logic take away the means for protection and then demand 
that what has been taken away shall not adversely affect safety in the air. 


STATEMENT OF WILLIAM JENNINGS BRYAN Dorn CONCERNING H. R. 6367, THI 
DEPARTMENT OF COMMERCE APPROPRIATION BILL 


Mr. Chairman and gentlemen of the committee, I do not believe it was the inten- 
tion of the House to reduce this appropriation to such an extent that it will 
cripple CAA facilities throughout the country. Under the House appropriation 
the CAA will be forced to close 30 CAA stations in the United States. This wil! 
he a very serious blow to these towns and communities which have received this 
splendid service. 

I have been informed by the city of Anderson, 8S. C., the largest town in my 
district, that its station is 1 of these 30 scheduled to be closed at the end of the 
fiscal year. I am personally acquainted with the situation in Anderson and can 
report to you that it would be a terrible blow to this fine community, as Anderson 
has no rail passenger service whatsoever. They depend almost entirely on the 
airport and bus service. If the CAA facilities are removed from Anderson it will 
mean that KMastern Air Lines will have to abandon part of its scheduled stops 
in Anderson. Anderson is a very large industrial area. There are scores of 
industries and 100,000 people in Anderson County. Due to the lack of rail 
service, many of these industries have private planes and could use the airport 
nly part of the time without CAQA’s facilities. This would be most serious as 
most of these industries are part of a larger corporation with headquarters and 
executive offices in other part of the country. Thus, necessitating much travel 
to and from the Anderson Airport. 

Mr. Chairman and gentlemen of the committee, the Anderson situation is only 
typical of what would happen at many of these other airport stations scheduled 

be closed. I speak for other CAA stations as well as Anderson and I am 
hopeful that this splendid committee will restore the necessary funds to carry 
on this great work. 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
June 4, 1955. 
Hon. Spessarp L. HOLLAND, 

Chairman, Subcommittee on Department of Commerce and Related Agen- 
cies Appropriations, Senate Committee on Appropriations, United States 
Senate, Washington, D. C. 

DEAR Mr. CHAIRMAN: The American merchant marine is an important adjunct 
of our Defense Establishment. In periods of national emergency it transports 
men and materials to distant outposts. When we think of our merchant marine 
we inevitably think first of ships and all too frequently forget the crews which 
man those ships. Without trained and experienced crews the most modern 
merchant fleet would be useless. An adequate merchant-marine training and 
education program is vital to the commerce and defense of our Nation. 

Since 1911, the Federal Government has given financial assistance to the 
States which maintain maritime training academies. At the present time the 
States of Maine, Massachusetts, New York, and California maintain State mari- 
time academies. The appropriation for Federal assistance to the State mari- 
time academies for 1955 was $660,000. The 1956 budget recommended elimina- 
tion of assistance to the State academies. The House of Representatives re- 
stored the funds for this activity to the 1955 level of $660,000. 

In my opinion the State maritime academies have done an outstanding job 
of training merchant-marine officers, many of whom are also Naval Reserve 
officers. Elimination of Federal assistance to the State maritime academies 
might well deal a crippling blow to those institutions. Action of this type should 
not be taken until the Congress has had an opportunity to carefully study our 
entire merchant-marine training and education program. There is currently 
pending on the Senate Calendar a resolution (S. Res. 35), which I introduced 
to authorize such a study by the Senate Committee on Interstate and Foreign 
Commerce. That resolution has been approved by both the Senate Committee on 
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Interstate and Foreign Commerce and the Senate Committee on Rules and 
Administration and is awaiting final Senate approval. 

When the study proposed in Senate Resolution 35 is completed, the Congress 
should have sufficient facts and information to use in evaluating the place of 
the State maritime academies in our merchant-marine training and education 
program. Until such a study is completed, it is believed that Federal assistance 
to the State maritime academies should be continued. It is my hope that your 
subcommittee will approve the $660,000 which the House of Representatives re- 
stored for State maritime academy assistance. 

It is respectfully requested that this letter be made a part of the subcom- 
mittee’s record on H. R. 6367, the Department of Commerce and related agencies 
appropriations bill for 1956. 

Sincerely yours, 
FREDERICK G. PAYNE, 
United States Senator. 


STATEMENT OF VicE ADM. CALVIN T. DurGIn, USN, RETIRED, PRESIDENT OF THE 
STATE UNIVERSITY OF NEW YORK MARITIME COLLEGE, Forr SCHUYLER, N. Y. 


The vital task of training officers for the American merchant marine is the 
activity of five schools in this country: The State maritime schools in California, 
Maine, Massachusetts, and New York; and the Federal Academy at Kings Point, 
Long Island. The combined enrollment of the State maritime schools is approxi- 
mately 1,050 students. 

There has been a long history of State and Federal cooperation on the matter 
of maritime training. This dual system has worked well in the past and should 
be continued in the future. IT should like to put forth reasons why, in my opinion, 
the Federal Government would be best advised to continue supporting State 
maritime schools. 

Federal assistance should be given to the State schools because it was the 
express intention of Congress to have States active in training men for the 
merchant marine. In 1874 Congress enacted “‘An act to encourage the establish- 
ment of public marine schools.” Pursuant to this act the State maritime schools 
were established: New York in 1874, Massachusetts in 1884, California in 1929, 
and Maine in 1941. Since 1874 the Federal Government has steadily given State 
niaritime schools ships and money for the training of young men to enter the 
merchant marine. To withdraw Federal aid now would be a reversal of this 
Sl-vyear-old policy. 

The State schools have been doing—and are doing now—a superb job of train- 
ing officers for the American merchant marine and the United States Naval 
Reserve. Fort Schuyler, for example, has produced such men as Commodore 
Harry Manning, who was master of the liners the United States and the America, 
and Commodore John W. Anderson, who is presently master of the United States. 
During World War II the State schools trained hundreds of boys to become 
officers in the merchant marine and the Naval Reserve. At this moment hundreds 
more are manning American merchant ships and serving in the Navy. 

It should be noted that the Federal Government realizes a very large return 
on its investment in State maritime training. The United States Government 
has been giving to the 4 State schools a total appropriation of about $660,000. 
Since the schools contain about 1,000 students, the cost per student a year to the 
l‘ederal Government is about S660. (At New York, however, the figure is about 
$400 a vear because of the school’s large enrollment.) Thus, for the investment 
of $660,000 a year, the United States Government gets expertly trained mer- 
chant-marine officers capable Naval Reserve officers, and well-educated young 
citizens aware of their social responsibilities and able to take their place in their 
communities. 

Continuing Federal appropriations to State schools helps insure uninterrupted 
training of men for the merchant marine. National defense leaders have em- 
phatieally declared that it is in the best interest of the Nation not to consolidate 
all maritime training under one school. As a security measure, maritime train- 
ing ought to be conducted in several places with a wide geographical distri- 
bution. This is the system used by the Army, Navy, and Air Force who, despite 
the operation of Federal academies, train officers on hundreds of college cam- 
puses scattered throughout the Nation. 

Aid to the State maritime schools is clearly within the ideological framework 
of the national administration’s proposed educational-aid program. President 
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Eisenhower has strongly endorsed education as a State and local responsibility 
rather than a Federal one. And this status is precisely the one in which the 
State maritime schools are. Here are President Eisenhower’s exact words: 
“Education very properly in our country has been the duty and the responsibility 
of the locality and the State.” 

In summary, if the Federal Government were to withdraw its aid from State 
institutions, several parties would be severely hurt. First of all, the student 
who is in the Naval Reserve program would suffer. At Fort Schuyler, for exam- 
ple, 260 boys get $455 a year for their maintenance from the Maritime Administra- 
tion. These boys would suffer financial loss. Secondly, the school as an insti- 
tution would be seriously hurt. <A school that has been doing a fine job for 80 
years in training merchant marine officers cannot be built overnight. If it should 
disappear because of Federal misappropriation, its collective experience and 
creat traditions could not again be quickly assembled to serve the commonweal 
Finally, the Nation as a whole would suffer since the State school serves not 
the State, but the Nation. America needs a constantly renewed suppiy of young, 
fresh, vigorous, capable trained merchant marine officers. The State schools 
have been serving this need. To cut out of a national budget of billions some 
£660,000 for State maritime training is a small economy, but a very great mis- 
take. 

There has been a long period of active cooperation between the Federal! 
Government and the State maritime schools—for 81 years in the case of 
the New York school, and for shorter periods with the others. This is a 
partnership that has been an eminently successful one and has brought great 
rewards to both the State and the country. The discontinuation of Federal 
assistance to the State schools would undoubtedly rupture this fine relationship 
Such a rupture should be avoided if it is at all possible. 


BISMARCK, N. DAK., June 4, 1955. 
Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee, Washington, D. C.: 

The State of North Dakota Aeronautics Commission urges your committee to 
restore adequate funds to the Civil Aeronautics Administration budget to permit 
continued operation of the Minot, N. Dak., CAA radio communications facility. 

It is incredible that the CAA should consider elimination of the Minot facility 
in face of the air defense communications requirements along the northern border 
of the United States and Canada. Elimination of the Minot facility would make 
it impossible to identify friendly air traffic in this large area. Such a move 
would cost the United States Air Force hundreds of thousands of dollars an- 
nually in unnecessary jet interceptor flights to identify unknown civil aircraft 
traffic, since there would be no CAA radio station in the area for civil aircraft 
to report their flights while within the air defense zone. Obviously such a state 
of confusion would weaken air defense for other parts of the country. 

The question of the retention of the Minot CAA radio facility was settled on 
March 16, 1954 in a publie hearing before the top aviation policymaking group, 
known as the Washington Air Coordinating Committee. This committee voted 
to retain the Minot CAA facility for defense and safety reasons. Representatives 
on the Air Coordination Committee include a cross section of the top aeronautical 
experts of the country including representatives from the Air Force, Army, De- 
partment of the Navy, Federal Communications Commission, Civil Aeronautics 
Administration, and Civil Aeronautics Board. I was present at the hearing. 
At that hearing it was clearly explained to the Civil Aeronautics Administration, 
by other members of the committee, the reasons for their action. 

We sincerely urge your committee to restore the necessary appropriation for 
continuation of the CAA Minot facility because of its necessity for both defense 
and air safety. 

HArotp G. VAvra, 
Director, North Dakota Acronautics Commission. 





COMMERCE AND RELATED AGENCIES, 1956 


BISMARCK N. Dak., June 3, 1955. 
Senator CARL HAYDEN, 
Chairman, Appropriations Committee, 
Senate Office Building, Washington, D. C.: 

Respectfully urge your committee to restore appropriation for continuance of 
CAA stations in North Dakota. Dependable flight data needed in the interest 
of safety for increasing number and types of air service in the State. 

NorMAN BRUNSDALE, 
Governor, North Dakota. 


Minor, N. DAK., June 3, 1955. 
Senator CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D. C.: 

Respectfully and urgently request your committee to restore appropriation for 
continuance of CAA station in Minot which was deleted by House. Construction 
and operation of new jet bases at Minot, Grand Forks, and Glasgow, plus numer- 
ous flying farmers, crop sprayers, commercial airline, radar stations, and private 
pilots require dependable flight data in interest of safety. One crash resulting 
from lack of CAA flight data could more than offset annual cost of maintenance 
if Minot station. 

Minor CHAMBER OF COMMERCE. 
W. E. KELLER, 
Chairman, Aviation Committee. 


BisMARCK, N. DAK., June 4, 1955. 
Hon. STYLES BRIDGES, 
Member, Senate Appropriations Subcommittee on Commerce, 
United States Senate, Washington, D. C.: 

The State of North Dakota Aeronautics Commission urges your committee to 
restore adequate funds to the Civil Aeronautics Administration budget to permit 
continued operation of the Minot, N. Dak., CAA radio communications facility. 

It is incredible that CAA should consider elimination of the Minot facility in 
face of the air defense communications requirements along the northern border 
of the United States and Canada. Elimination of the Minot facility would make 
t impossible to identify friendly air traffic in this large area. Such a move 
would cost the United States Air Force hundreds of thousands of dollars annually 
in unnecessary jet interceptor flights to identify unknown civil aircraft traffic, 
since there would be no CAA radio station in the area for civil aircraft to report 
these flights while within the air defense zone. 

In addition, elimination of the Minot CAA facility would Compromise with air 
safety. We sincerely urge your committee to restore the necessary appropria- 
tion for continuation of the CAA Minot facility because of its necessity for both 
iefense and air safety. 

HaARowp G. VAVRA, 
Director, North Dakota Aeronautics Commission. 


LinseEy-OwEeNns-Forp Grass Co., 
Toledo, Ohio, June 2, 1955. 
Hon. Cart HAYDEN, 
United States Senate, Washington, D. C. 

DeaR SENATOR: We strongly urge that the Commerce Department Senate 
Appropriation Subcommittee approve the request of the Commerce Department 
for increased funds to gather additional construction statisties. 

As an economie activity, construction is approaching agriculture in its con- 
tribution to national income. It is so large and diversified that it is impossible 
for private enterprise to gather and assemble the necessary facts needed for a 
knowledge of the market. Since our products are consumed extensively in 
construction, we use the Commerce Department statistics daily. The increased 
appropriation would make available information that is badly needed. 

Yours very truly, 
Gorpon M. Looney, 
Director of Distribution Research. 
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Hitt & KNow ron, INc., 
Los Angeles, Calif., June 8, 195 
Senator STyYLes BripGEs, 
Subcommittee Member, Senate Appropriations Committee, 
The Capitol, Washington, D. C. 

Dear SENATOR Briveges: I was extremely interested in reading your comments 
as reported in the June 2 issue of American Aviation Daily in commenting on 
CAA’s report of the effect of its current budget restrictions. 

This letter is not being written to in any way indicate whether or not T feel 
any certain budget is necessary, for experts far more able than I have advised 
on this subject. Rather, as a pilot that would like to express an objection t 
curtailment of facilities available to by far a larger group of users; namely, 
the so-called private and utility aireraft. For example, elimination of many 
of the Nation’s airway light beacons has been noticeable in my own type of 
flying. I feel sure that a large number of pilots in my class (private, around 2,000 
hours) do some of their night cross-country flying only because of flashing beacons 
which make up for normal daytime vision in indicating drift and wind shifts. 
I am sure if you have ever own a typical utility type aireraft at night you 
have felt the reassurance of this line of flashing beacons leading to your 
destination. Of course these are not necessary for the ultra equipped executive 
plane, nor for the scheduled air transport craft, which carry sufficient radio aid 
navigational equipment in duplicate and triplicate to insure pinpointing their 
position at almost any time and in any kind of weather. 

The scheduled airlines operate only abont 1.500 aircraft, while the priv: 
utility, and business aircraft nearly 50,000, and according to latest statistics, 
fly more hours than the scheduled airlines. These are the people who use and 
need the very facilities the CAA is proposing to eliminate in order to cut costs. 
Since every prediction indicates that this class of flying is steadily increasing, 
it would seem paramount in any consideration of the promotion of civil aviation 
and aviation safety that existing VFR facilities he left intact except where 
specific surveys show certain of these facilities no longer being used to advantage. 

! find it hard to understand that both scheduled civil aviation and military 
forces are so shortsighted that they condone the curtailment of facilities that 
will encourage growth and safety among the largest numerical force of aviation 
promoters and the potential for many of their own personnel requirements 

I sincerely hope you will continue to do your part to protect the interests 
of this vast and important reserve segment of aviation. 

Very truly yours, 
F. A. W. STIEFLER 


THE LEAGUE OF TEXAS MUNICIPALITIES, 
Austin, Ter., June 2, 1955. 
Re airport-aid appropriation bill. 
Hon. Lynvon B. JOHNSON, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR JOHNSON: We have been advised by the Washington office of the 
American Municipal Association that the House has passed an appropriation bill 
which includes an item for grants-in-aid to airports of $20 million for the next 
fiscal year. This amount constitutes an increase over the present appropria- 
tion, but it is far short of the actual and vital needs if the municipal airports 
over the country are to be kept in first-class condition. 

I am a member of a special committee created by the American Municipal As- 
sociation to handle airport matters for the association. Our committee has made 
a thorough study of airport needs and has come to the conclusion that Congress 
should appropriate $100 million for the airport program. During the last several 
years, Congress has reduced the funds for grants-in-aid for airports to practi- 
eally nothing. By the time you divide $100 million between the 48 States and 
the Territories, there is not much for any one particular State. It seems to me 
that the least amount which should be considered would be $100 million 

I know that the city officials of Texas join me in urging you to support the 
appropriation of $100 million per year by the Senate. 

We want you to know that we very much appreciate the fine work you are 
doing, and we wish to thank you for your cooperation. 

Sincerely yours, 
E. E. McApAms, FErecutive Director 
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from the transit of vessels. The remainder of the cost of civil government 
would be borne by other business activities such as hotels, Ccommissaries, ete. 
As a result, the canal will be on a self-sustaining basis and the other collateral 
businesses operating in the Canal Zone must bear their proportionate share of 
the cost of the civil government, health, and sanitation.” 

Similar comments were made in the report on the House side. 

Although these comments reached the point somewhat by indirection, they 
nonetheless hit the target. If the other collateral business activities are to bear 
their proportionate share then it follows from that that they must bear it on the 
basis of a true net contribution from their own revenues, and not be sustained 
by a contribution to their losses from tolls revenues. 

2. In another point it has been testified before the committee that ‘all other 
services to shipping are charged for on a commercial basis sufficient to cover all 
costs, direct or indirect, and to reflect the economic value of services rendered 
and sound business practices.” 

Again in discussing this comment with the committee we want to make it 
clear that we in no sense are implying that this is a specific statement that such 
business activities are required to cover all costs. 

That the statement does not mean that, is indicated by additional comments 
made before the committee which were in part “what constitutes an appropriate 
share of * * * charges would be recovered on sales of supporting services is a 
matter of management judgment. * * * Experience of private industry * * * 
demonstrates that the proper assessment of such costs cannot satisfactorily be 
determined by the application of rigid cost allocation formulas which prorate 
overheads uniformly over canal customers, employees, and other users of sup- 
porting services alike. * * * A construction that would require allocation of 
general expenses to all activities of the Company on a fixed formula would be 
inconsistent with the general purpose of the law providing for operation of the 
canal enterprise on a businesslike basis, and would place an unreasonable and 
impossible burden on the employees to provide for the financial support of the 
maintenance and operation of the canal.” 

A businesslike basis of operation, we submit, would in fact, require each part 
of that operation to stand on its own financially. It is general business practice 
to make each department or division of a business operation pay its own over- 
head. 

Regardless, however, of the merits of either side of the important public-policy 
question as to whether business losses of the Panama Railroad, the Panama 
Line, the Company-owned hotels, and the vessel repair yards should be borne 
by tolls on commercial cargoes, we believe that the question can be settled in 
another way at a saving to interstate and world commerce moving through the 
canal and at a potential saving to the taxpayers of the United States. 

With the possible exception of the steamship line, none of these four activities 
are essential to the transit of commercial vessels through the canal. The rail- 
road line can and should be abandoned, dismantled, and sold, and in this, we 
believe, the Department of Defense agrees. The hotels are old, uneconomic, and 
unnecessary, and should be disposed of. In fact, for a time we understand that 
one of them was operating through a private concession. The repair yards are not 
essential to private vessels and a canvass of each and every member of this asso- 
ciaticn has indicated a willingness that the yards be turned over to the United 
States Navy with availability for private repair only on an emergency basis, as in 
the case of other Navy installations. They are not used to any degree by com- 
mercial vessels for cost, as well as operational reasons. 

We believe that these activities should either be disposed of or be required to 
operate on a basis of recovery of full operating cost, overhead, and their propor- 
tionate share of contribution to the cost of the Canal Zone Government. If they 
cannot so be operated and are not absolutely essential to commercial transits, 
then they should be disposed of. 

An entirely different question arises if their continued operation is based on 
military grounds. If that is determined to be the case, then they should be turned 
over to the military and the canal company investment therein transferred to the 
books of the Department of Defense. 

This leaves one very large operation of a nontransit nature. That is the sale of 
goods and supplies (food, housing, ete.) to canal employees. We do not believe 
that the canal employee should be unduly burdened in his cost of living simply 
becanse he is required to live in the Canal Zone. Weare fully aware of the factors 
of being away from home and living in a tropical climate. Nevertheless, it must 
be pointed out that our Government employees live in many parts of the world 
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and that canal employees, like others, enjoy a 25 percent pay differential caleu- 
lated presumably to compensate for the factors mentioned. 

Despite this bonus payment, however, we do not believe that sales of goods 
and services to employees should necessarily be required to recover full costs 
of supplying them, particularly if such costs are so extraordinary as to impose 
an undue burden. 

We believe that the problem can be settled equitably, either by an administra- 
tive act or by statute, requiring that these goods and services be supplied at a 
cost equivalent to the cost-of-living level in Washington, D. C., on the basis com 
puted annually by the Bureau of Labor Statistics. It is difficult to see how 
cuployees of the canal Company, the Company, Congress or the users of the 
canal could object to such a formula. 

3. Comment has been made before the committee that during the 83d Congress 
the Panama Canal Company submitted a bill to provide for the amortization 
of the entire Federal investment at the canal. The same legislation has been 
submitted in the current Congress. It is aiso noted that members of this com- 
mittee, in hearings on May 27, touched on this point. 

The Panama Canal Company is now requiring that tolls earn depreciation on 
the depreciable assets, that is, the assets generally of a wasting nature such as 
plant. Conversely the Panama Canal Company is not requiring that tolls earn 
depreciation on nondepreciable or nonwasting assets such as the land, the ditch 
itself, treaty rights, and other assets which might be assumed to be of perma- 
nent character. 

We believe that this policy of the Company is correct in that it follows general- 
accounting practice in industry and, more important, because it is in keeping 
with United States ‘'reasury regulations which do not permit private business, 
for tax purposes, to claim depreciation on investment in land since it is non- 
wasting in character. 

4. Another bill has been introduced in this Congress, H. R. 5732, which would 
require that tolls earn interest on interest during construction. This is spe- 
cifically exempt in the present Canal Zone Code. 

We believe that the present provision of the code is entirely justified on this 
point in that the present tolls formula assigns a national defense value of zero 
to the canal from the standpoint of construction costs. The committee is re- 
minded that in 1921, a special Government commission reduced the capital base 
for tolls purposes by $28 million, that being the minimum national defense value 
assigned at that time, and that only for such items as special armorplate on 
the locks and similar things of material and measurable defense value. They 
assigned nothing to the abstract national defense value from the standpoint of 
providing a two-ocean Navy which value has been estimated at many times the 
construction costs of the canal. Until 1932, the canal computed the Government 
investment minus this $28 million. But in that year, faced with substantial 
profits and after commenting specifically in its annual report on possible efforts 
toward reduction of tolls, the canal agency reinserted the $28 million in the 
capital base. 

During consideration of Public Law 841 the forgiveness of interest on interest 
during construction was based in part on the recognition of the Congress of the 
national defense valuation. 

In House Report 2935, Sist Congress, 2d session, it was stated, “the amount 
thus excluded approximates that which was found, pursuant to direction of a 
special commission appointed by the Secretary of War in 1921, to represent the 
capital cost of the canal allocable to defense. Your committee notes that, for 
the past 30 years there has been much argument as to whether the canal was 
constructed for defense or commercial needs. Your committee is of the opinion 
that exclusion of interest during construction from the corporation’s toll base 
is a reasonable recognition of the canal’s defense value, and that such exclusion 
will obviate argument on this issue in the future.” 

The Senate report on the same subject (No. 2531, Slst Cong., 2d sess.) on 
page 1 states, “It is valuable as part of the national defense of our country and 
has proved itself as an asset for commercial purposes. By so recognizing the 
national defense aspects, interest on construction costs can be deducted from 
current maintenance charges for the purpose of fixing tolls.” 

The same Senate report offers a sound basis for not charging interest on inter- 
est during construction. -age 4 of the report states: “In addition, subsection E 
of section 412 of the Canal Zone Code has been amended to provide that interest 
on construction costs shall be eliminated in calculating tolls. This principle is 
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the same as is followed by the Tennessee Valley Authority in fixing their rates 
for power and other similar Government projects.” 

The paralleling House report makes a similar comment citing TVA. 

». It is noted also that members of this committee commented that when 
they had visited the Canal Zone opinions were expressed to them that it might 
be concluded that the Government had been repaid for the cost of the canal. 

This opens a broad subject, which although basically not the problem of this 
committee, nevertheless should be touched upon briefly. 

At the time of reorganization of the canal, June 1, 1951, which transformed 
it from a spending agency entirely free from corporate control to a dual organi- 
zation consisting of the Panama Canal Company, a Government corporation, 
and the Canal Zone Government, the canal enterprise had returned to the United 
States Treasury $272 million over and above appropriations by the Congress 
tor operations and for capital expenditures, not including original construction 
costs. In addition, up to that time, the canal had provided, free of charge, transit 
to United States Government vessels to the value of $77 million. 

With respect to the $77 million there seems to be no question that the Canal 
Company’s present capital base should be credited with that amount. Congress 
determined, as a matter of public policy, that Government vessels should pay 
the same tolls as commercial vessels and that has been the practice since July 
1, 1951. 

In connection with applying the $272 million as a credit, a question arises 
as to interest which was not paid during the years previous to reorganization. 
However, it should be borne in mind that as shown in testimony before the 
House Merchant Marine and Fisheries Committee last year, the policy of 
charging interest on Government investment in Government corporations is 
relatively new and gained its impetus from enactment of Government Corpora- 
tion Control Act of 1945. Thus, it is at least a debatable question as to whether 
the application of $272 million credit should morally require a reciprocal charge 
for interest during the precorporation days prior to July 1951. 

Regardless of these considerations, it has been stated at least twice without 
any refutation whatever that because of the incomplete accounting records of 
the canal previous to its incorporation, and the often changing accounting 
policies during that period, it is impossible to determine the extent to which 
the Government has been repaid. The best evidence is in the direction of an 
affirmative answer. 

In this connection, we offer the following comments from GAO Audit Report 
for 1952, the first year of the canal’s corporate life: “Furthermore, there is not 
sufficient information readily available to indicate the extent to which prior 
operations of the Panama Canal agency have recovered, through tolls and other 
revenues, the cost of its activities or to determine the full effect of property and 
other adjustments required to put the accounts on the sound, realistic basis 
contemplated by the recent reorganization.” 

Similarly, the following statement was made by a nationally known and accept- 
able public accounting firm in a letter to the Pacific American Steamship Asso- 
ciation, as a result of its examination of the annual report of the canal in the 
days before incorporation: After commenting on “numerous changes during the 
(past 50 years) period in the form and method of accounting * * * and classifi- 
cation of capital assets” they conclude that the canal reports “would not show 
whether the result of operations have produced a surplus or a deficit.” 

6. Another point in previous discussions before this committee might leave the 
inference that the canal does not have emergency funds available to take care 
of major repair requirements of an emergency nature. 

For the record, it should be stated that the canal does have a $10 million emer- 
gency fund on hand in the United States Treasury which is required to be main- 
tained for this purpose. 

7. Some comment was also made before your committee on the question of 
Zone Government’s supplying customs and immigration services for the Republic 
of Panama, and Public Health Service, and other functions in the zone itself, 
which are normally provided by other Government agencies. 

In this connection we believe the committee should be aware of the fact that 
the Canal Zone Government, 80 percent of the cost of which is borne by tolls on 
commercial cargoes, provides enforcement through its police department of 
Federal statutes under the investigative jurisdiction of the FBI; narcotics 
enforcement, the function of the Treasury Department; operates a Federal 
prisen, a post-office system, and other activities provided in other areas by other 
Government agencies. In some cases where these other agencies do not provide 
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their own services, then the income-tax revenues from civilian and military 
personnel in the areas (Guam, Virgin Islands, ete.), are credited and remitted 
over to the local government. This is not the case in the Canal Zone where it is 
estimated that income-tax revenues from civilian employees alone is equal to 
about $2% million annually. This does not include such other revenues as cus- 
toms, excises, etc. We are not necessarily suggesting that there be such an 
income-tax “plowback” but certainly do feel that the Canal Zone Government 
should be reimbursed from appropriations for such other agencies, for the cost of 
performing such services if the income-tax revenue is not to be so applied. 

We appreciate this opportunity to place this information before the committee. 
Our industry fully recognizes the great boon to the interstate and foreign com- 
merce of the United States and, in fact, to commerce of all nations which is 
supplied by the Panama Canal. We believe that such commerce being essentially 
a private interest, should pay its full fair share of the cost of this defense-com- 
mercial utility. We submit that over and above all other considerations men- 
tioned herein, the Congress of the United States has never undertaken a full-seale 
study of the important public policy question as to the relative defense and 
commercial values of the canal. That it has tremendous defense value, has been 
testified to by almost every military expert without exception whose career has 
brought him in close touch with the utility. Our members will be glad to supply 
any further information the committee may desire. 

Very truly yours, 
R. B. Mayer, President. 


JUNE 6, 1955. 
Senator’ SpPpEssarp L. HOLLAND, 
Chairman, Subcommittee on Commerce, 
Senate Appropriations Committee, Washington, D. C. 


Dear SENATOR HOLLAND: We note that in the course of the hearings before your 
committee the Panama Canal Zone appropriations for fiscal 1956 are being 
discussed. 

We represent a number of steamship lines that make regular use of the canal 
Tolls are an important item in their cost of operation. We have, therefore, made 
a study of the Reorganization Act (Public Law 841), which. became effective 
July.1, 1951, and the Panama Canal Company’s annual reports since that date. 

That law was intended to relieve the toll payer of responsibility for the 
financial results of many activities in the zone not directly connected with the 
transiting of vessels through the canal. However, the Company’s management 
in its reports and in its testimony before committees of the Congress ignores 
the statute and assumes losses from activities other than the transiting of vessels 
must be met by tolls revenue. This results in the continuation of an excessive 
toll rate. 

To indicate the extent to which those using the canal are being overcharged, 
we have prepared a survey entitled “Panama Canal Tolls Formula Applied.” 
We would very much appreciate your making this a part of, the record of your 
committee. 

Sincerely yours, 
Hueu S. WILLIAMSON, 
Vice President. 


BISMARCK, N. Dak., June 4, 1955. 
Hon. Sressarp L. HOLLAND, 
Chairman, Senate Appropriations Subcommittee for Commerce, 
United States Senate, Washington, D. C.: 

The State of North Dakota aeronautics Commission urges your committee to 
restore adequate funds to the Civil Aeronautics Administration budget to permit 
continued operation of the Minot, N. Dak., CAA radio communications facility 

The Minot CAA station is strategically located along the northern air defense 
perimeter with the nearest CAA station to the west being located ‘475 air miles at 
treat Falls, Mont. 

It is incredible that the CAA should consider elimination df the minot facility 
in face of the air defense communications requirements along the northern border 
of the United States and Canada. Elimination of the Minot facility would make 
it impossible to identify friendly air traffic in this large area. Such a move 
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would cost the United States Air Force hundreds of thousands of dollars 
annually in unnecessary jet interceptor flights to identify unknown civil aircraft 
traffic, since there would be no CAA radio station in the area for civil aircraft 
to report their flights while within the air defense zone. Obviously such a loop 
hole would weaken air defense for other parts of the country. 

The question of retention of Minot CAA radio facility was settled on March 16, 
1954, in a public hearing before the top aviation policymaking group, known as 
the Washington air coordinating committee. This committee voted to retain the 
Minot CAA facility and defeated a similar move by the Administrator of CAA 
to eliminate this facility. I was present at the hearing and presented evidence 
backing the continuation of the Minot facility. 

Representatives on the air coordinating committee include a cross-section of 
the top aeronautical brains of the country including representatives from the 
Air Force, Army, Department of the Navy, Federal Communications Commission, 
Commerce Department, and Civil Aeronautics Board. 

It appears incredible that the CAA should attempt to bypass the United States 
Air Coordinating Committee and bring this matter up directly with Appropria- 
tions Committees in Congress, 

Historically it has been the function of the executive department of the Govy- 
ernment acting through the United States Air Coordinating Committee to make 
the final recommendations relating to civil air navigation and radio facilities 
which affect both civil and military functions and not the CAA Administrator 
by himself. 

We urge you to restore the necessary appropriation for continuation of the 
CAA Minot facility because of its necessity for both defense and air safety. 

HAROLD G. VAVEA, 
Director, North Dakota Acronautics Commission. 


_ The following letter was inserted at the request of both Senator 
Saltonstall and Senator Kennedy: 


MASSACHUSETTS FEDERATION OF TAXPAYERS ASSOCIATIONS, INC., 
Boston 8, Mass., May 28, 1955. 
Hon. Leverett SALTONSTALL, 
United States Senate, Washington, D. C. 

Drar LeverETT: Many thanks for your letter of May 4 enclosing a copy of the 
letter of April 29, 1955, which you had received from the Chairman of the 
Civil Aeronautics Board regarding their request for airline subsidy appro- 
priations. 

I must confess that I see nothing in the letter which causes me to doubt the 
necessity of drastically reducing airline subsidy appropriations by something 
like $59 million. 

In support of the contention contained in my telegram of April 15 to you, I am 
attaching herewith a complete statement by Postmaster General Summerfield 
of the assertions which have been made by his Department under the Supreme 
Court decisions of February 1, 1954, in the case of Summerfield against Civil 
Aeronautics Board, which itemized assertions you will note total $50,798,000. 

It is of course possible that the Postmaster General exagggerated but.if he 
did so, he succeeded in deluding the Supreme Court which ruled for him 9 to 0. 

This point ought to be better understood than it seems to be by the new chair- 
man of the Civil Aeronautics Board, Mr. Rizley, since I note from page 2200 
of the hearings of your appropriations committee a year ago on the Civil 
Aeronautics Board that Mr. Rizley’s name appeared on the brief as one of the 
solicitors for the Post Office Department. It is therefore particularly surprising, 
since he has this background on the case, that in his new capacity as chairman 
of the Civil Aeronautics Board he is now reiterating the self-protective argument 
made last year by the staff of the Civil Aeronautics Board. 

At the time when the cut made by the House last year in the CAB subsidy 
appropriation was sustained by the Senate, June 14, 1954, one of your colleagues 
stated on the floor of the Senate * * * “the simplest way for us to recoup the 
money is to hold up on further appropriations until the debt is paid back. We 
do that in the case of Government servants, so why not do it in regard to the 
subsidized airlines?’ 
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This argument has a plain, commonsense appeal to me and I hope it may have 
to you also. 

I have noted in recent news items that on April 20, 1955, Trans World Airlines 
refunded $719,882 to the Government and did it by means of a check made out 
to the Civil Aeronautics Board. Subsequent news items indicate the Civil Aero- 
nautics Board is using this money to pay the subsidy claims of local service or 
feeder airlines. 

If that procedure can be followed in the case of the $700,000 from TWA, it 
seems to me perfectly feasible that it can and should be done with regard to 
whatever part of $50,789,000 is finally adjudicated as due the Federal Govern- 
ment. 

The fact that in the 15 months following the Supreme Court decision prac- 
tically none of the $50,798,000 has been recovered for the Government prompts 
me to suggest that greater zeal will be shown by the Civil Aeronautics Board in 
recovering amounts due to the Government if they have to use the amounts re- 
covered to pay future subsidies. 

In the case of airlines which will continue to be receiving subsidies during 
1956, and I believe that that is true of all except 1 to 6 companies listed in the 
Postmaster General's letter, it should be possible for the Congress to foree the 
Civil Aeronautics Board to deduct from the future subsidy payments the amounts 
which those same carriers owe to the Government. For example, if the Gov- 
ernment proposed to pay airline XYZ a subsidy of $17 million and discovered that 
under the Supreme Court decision that airline owed the Government $7 million, 
obviously the Government should not pay the $17 million but should pay only the 
$10 million in order that the $7 million might in that way be recovered. 

You will note that in the very testimony which CAB Chairman Rizley en- 
closes with his letter of April 29 to you, the Post Office Department officials 
themselves state that their assertions cover “amounts available as offset against 
the subsidy claims of the air carriers.” 

What needs doing is to force that offset to be made, and I can think of no bet- 
ter way to do it than to hold back on future appropriations. 

I note with pleasure that my philosophy on this matter is shared by the 
House Appropriations Committee in the statement on page 7 of House Report 
207 regarding the subsidies: 

“The committee is of the opinion that the Supreme Court decision, if properly 
adhered to, will result in a substantial reduction in the amount of subsidy, and 
that the amount allowed by the committee will be sufficient to make payments 
during the remainder of the fiscal year to domestic lines and international car- 
riers who are not affected by the Supreme Court offset decision.” 

The slowness of the CAB to implement the Supreme Court decision makes the 
average taxpayer suspicious that the Civil Aeronautics Board and the recipient 
airlines may be stalling cff the settlement of claims by the Government while they 
proceed in their attempts to secure legislation (such as S. 3426 by the late Sen- 
ator McCarran or 8. 1462 of the present Congress) to repeal the law upon which 
the Supreme Court decision was based. 

The $50 million estimate by the Postmaster General mentioned in my telegram 
of April 15 to you, is only one of a number of very specific reasons why I urge a 
drastic reduction of the airline subsidy appropriations. 

I would specifically like to see the Congress provide that none of the subsidies 
to airlines voted at the public expense be given for the purpose of paying the 
Federal income taxes of the recipient airlines. At your hearings last year on 
the CAB, page 2165, the Civil Aeronautics Board estimated that approximately 
$13 million out of the appropriations which they were requesting from your com- 
mittee represented allowances which they planned to give to certain companies 
so that those companies might then pay their Federal income taxes. I hope that 
this is a point which you will raise in the hearings. It appears to me that the 
granting of additional subsidies at the public expense to cover the Federal income 
taxes of certain airlines is a practice of very doubtful legality. Several court 
decisions supporting my point of view are to be found on pages 2261 and 2262 of 
your hearings of last year on the CAB appropriation for fiscal 1955. In one of 
those decisions the court held: * * * “The act, with its regulatory provision, 
is not intended to underwrite profitable operation of a carrier’s business * * *,” 
If the Government is not obligated to provide a profit to a private airline at the 
public expense, the Government is certainly not obligated to pay, at the public 
expense, the Federal income taxes of certain private airlines. 








706 


COMMERCE AND RELATED AGENCIES, 1956 






A review of your hearings of last year reveals further abuse of this practice 
which might be termed “tax windfalls.” It appears that the Civil Aeronautics 
Board itself admitted (your hearings, p. 2120) that “In computing such tax allow- 
ances in previous cases, however, the basis used has in many cases resulted in 
making provision for a greater amount of tax than would ever be paid by the 
carrier.” 

I hope you will ask the Civil Aeronautics Board and such other Federal agen- 
eies that may be involved what has been done to recoup these past overpayments, 
or “tax windfalls.” 

I hope you will also find out from the Civil Aeronautics Board how much these 
“tax windfalls’ have amounted to in the “many cases” which they admit to have 
occurred and that you will further subtract that sum from future appropriations. 

Still another abuse of subsidies which has been revealed in the hearings before 
your committee and before the House Appropriations Committee is the failure 
of the Civil Aeronautics Board to have subtracted from the expenses of sub- 
sidized airlines which are allowed by the CAB in computing their “mail rate” 
the expenditures by the recipient companies on extracurricular subsidiaries such 
as hotel chains. A list of the subsidiaries of subsidized airlines may be found 
on pages 2159-2164 of your committee hearings of last year on the Civil Aero- 
nautics Board. Comparison of that list with the list on pages 387-3888 of this 
year’s House hearings on the 1956 CAB budget indicates that the expenditures 
and/or investment of subsidized airlines in extracurricular activities such as 
hotels and real-estate-development companies have increased considerably. To 
take a specific example, you, yourself, can ask the Civil Aeronautics Board if 
it is not true that during the calendar year 1958 the airline for which they are 
proposing to give the largest amount of subsidy at the public expense—Pan 
American—spent some $2,500,000 more on its wholly owned subsidiary, Inter- 
continental Hotels Corp., than it received back. If your committee were to 
force the CAB to subtract that $2.5 million from the airlines’ expenditures in 
computing the mail rate to be paid to that airline, then the gap between the 
airline’s total expenditures and its total revenues would be narrowed by $2.5 
million and their claims for subsidies would accordingly be reduced by $2.5 
million in a single year. Diligent interrogation of the Civil Aeronautics Board 
concerning the relationship of subsidized airlines to other subsidiaries noted on 
the list already in the possession of your committee would unearth other con- 
erete economies to be achieved in the airmail subsidy program. 

In addition, I believe the taxpayers could be protected for the future if your 
committee were to state its intention that none of the airline subsidies appro- 
priated by your committee were directly or indirectly to be used as expenditures 
or investments in nonaviation subsidiaries. 

In conclusion, I feel that your committee must compare total mail-pay expen- 
ditures (both so-called service-airmail pay and subsidy) as proposed by the 
CAB for the fiscal year 1956 with the total expenditures for previous years. 
If you do so, you will find that the 1956 program outlined by the Civil Aeronautics 
Board is some $21 million higher than the 1955 program, which is certainly 
progress in the wrong direction. 

The figures submitted by the Post Office Department to the Treasury-Post 
Office Subcommittee of the House Appropriations Committee on page 155 of their 
hearings on the 1956 Post Office budget (which has already passed the Con- 
gress) indicate that provision has already been made by the Congress for service- 
mail pay for fiscal 1956 in the record-breaking sum of $77,410,000. Now comes 
the Civil Aeronautics Board asking you for an additional appropriation, over and 
above the $77,410,000 of service-mail pay which you have already voted, of 
$63 million in outright subsidies, or gifts at the public expense, for a total mail- 
pay program for 1956 of $140,410,000. This proposal by the Civil Aeronautics 
Board for $140 million of mail pay and subsides for fiscal 1956 would, if enacted 
by the Congress, be the highest appropriation for mail pay in American history. 
And all this is proposed at a time when the airlines are enjoying the largest 
profits in their history. 

It should further be noted that fewer companies are scheduled to receive 
subsidies in 1956 than were scheduled to receive them in previous years, all 
of which makes the proposed increase still more unreasonable. Pan American 
remains the only really large line receiving big subisidies. Recoupment of 
sums owing to the Government under the Supreme Court decision or under 
the heading of “Tax Windfalls,” ete., should help bring in the money for such 
genunine subsidies as the small feeder lines may require for defense or experi- 
mental purposes without the necessity of voting the full appropriation. This 
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whole airline-subsidy program, which Congress started to reduce in fiscal 1955, 
has to be firmly and consistently scaled downward so we will very soon be able 
to eliminate this item of Federal expenditure entirely, and not just talk about 
eliminating it. 

We have seen small justification for these huge subsidies. We find (your 
hearings of last year, p. 1717) that despite frequent intimations that these sub- 
sidies are serving a defense purpose, the specific defense activities of installing 
into commercial airplanes special military communications and navigation appa- 
ratus for the purpose of adding to the ability of those planes to perform military 
airlift in event of war has not, is not, and under the proposal being placed 
before you next week by the Civil Aeronautics Board, will not be paid for by 
these Civil Aeronautics Board subsidies. Instead, this installation of defense 
features in commercial planes is being paid for by a separate appropriation 
within the appropriations for the Department of Defense. 

While the action of the House Appropriations Committee on May 19 of re- 
ducing CAB subsidies by $23 million is a step in the right direction, I feel that 
it is not enough, and that a reduction of $50 million is called for. 

A $50 million cut was proposed in House Report 1242 of the 83d Congress, 
but was not fully carried out. 

You will note that even after a $50 million reduction in the subsidies, the 
total mail-pay and subsidy appropriations for fiscal 1956 would total $90 million, 
or more than was spent on this same item at the time when the Hoover Commis- 
sion, alarmed at the rapid increase of “mail pay” expenditures, first called for 
reform. 

You will also note that the specific items calling for a reduction in subsidies 
which I have fully described above, and which are a matter of record in your 
committee, total more than the $50 million cut which I am recommending: 


Assertions by Postmaster General under Supreme Court decisions__ $50, 798, 000 
Income tax allowances (per year) —_ 
Minimum saving on nonaviation subsidiaries 


Total 66, 298, 000 


These items of reduction do not even include estimates of savings in subsidy 

spending which could be accomplished by— 
Complete and prompt audits 
Recovering tax ‘‘windfalls” 
Disallowing large parts of “expense accounts” 
Eliminating over-scheduling 
Lowering ‘“‘service mail rates” 

You can, if you want, permit airline corporations who are appealing for a 
public dole at the expense of the American taxpayers to own and spend money 
on a string of luxury hotels in foreign countries; you can, if you want, permit 
the Federal income taxes of certain large airline corporations to be paid at the 
expense of all the other taxpayers; you can turn your back on the need for proper 
audits before the expenditure of airline subsidies is forgotten 2 or 3 or 4 or 5 
years later; you can forget about the tax windfalls enjoyed by certain airlines 
which should be recovered for the Government; you can go on appropriating 
subsidies, at the public expense, to be spent in contradiction of the decisions of 
the Supreme Court, upon airline companies that owe—instead—enormous 
amounts of money to the public treasury—yes, you of the Congress have a free 
hand to appropriate as much or as little of the taxpayers’ money as you wish 
to subsidize certain private airlines—but, if you have a reasonable regard for 
the welfare of the taxpayers of your State and of the Nation, and for the principle 
of thrift, you will vote whenever the opportunity offers to reduce the airline 
subsidies requested by the Civil Aeronautics Board by at least the $50 million 
documented in this report. 

Sincerely yours, 
NorRMAN MacDOona.p, Pxecutive Director. 


[Congressional Record—Appendix, June 8] 
Repucina AIRMAIL SUBSIDIES—EXTENSION OF REMARKS OF Hon. HARLEY M. 


KILGORE OF WEST VIRGINIA, IN THE SENATE OF THE UNITED STATES, TUESDAY, 
JUNE 8, 1954 


Mr. Kiicore. Mr. President, I ask unanimous consent to have printed in 
the Record my exchange of correspondence with the Postmaster General con- 
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cerning the amount of excess earnings of airmail contractors which could be 
applied under the offset principle of the Supreme Court decisions of February 1, 
1954, in Summerfield against Civil Aeronautics Board, to reduce airline sub- 
sidy claims. 

1 note that in his letter of June 5 to me, Postmaster General Summerfield up 
holds the statement of Congressman Gary and the Senator from Massachu- 
setts [Mr. Kennedy] to the effect that the protests under the offset principle 
do total exactly $35,054,000. 

Furthermore, Mr. President, the Postmaster Geenral notes in his letter that 
subsequent to the period referred to in the statements of Congressman Gary 
the Senator from Massachusetts additional exhibits and other legal documents 
have come forward pointing to an additional $15,764,000 which could be used to 
reduce airline subsidy claims. 

That brings the total of disputed amounts to $50,798,000, and I might note 
for the record, Mr. President, that these figures more than substantiate the 
suggestion of the distinguished junior Senator from Massachusetts [Mr. Ken- 
nedy] that the airmail subsidy appropriations requested by the Civil Aero- 
nautics Board could well be reduced by $50 million. 

Mr. President, the letters which I desire to have printed in the Record are 
a copy of the letter of May 24, 1954, from me to Postmaster General Summer- 
field, and the letter of June 5, 1954, from Postmaster General Summerfield to 
me, together with a tabulation attached to the letter. 

There being no objection, the letters and tabulation were ordered to be printed 
in the Record, as follows: 

UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
May 24, 1955. 
The Honorable ARTHUR E. SUMMERFIELD, 
Postmaster General of the United States, Washington, D. C. 


*” 


Dear GENERAL SUMMERFIELD: On page 2463 of the Congressional Record of 
March 3, 1954, appears a statement by Congressman Gary, who, as you know, 
occupies the same position in the House that I do in the Senate, namely, ranking 
minority member of the Treasury-Post Office Subcommittee of the Appropriations 
Committee. 

At our hearings on the Civil Aeronautics Board’s request for appropriation for 
airmail subsidies Congressman Gary’s statement has been called into question 
by representatives of the Air Transport Association and the Civil Aeronautics 
Board. I would appreciate knowing from you whether the statement by Con- 
gressman Gary is correct, especially his itemization of various briefs, exceptions, 
and other legal documents filed by you totaling approximately $35,034,000. 

If the Congressman’s statement is not correct, could you furnish me with the 
total figure of excess earnings of the airlines which, in the opinion expressed in 
your legal documents in the cases mentioned by the Congressman, could be ap 
plied under the offset principle of the Supreme Court to reduce airline subsidy 
claims. 

It would also be appreciated if you could give us an idea concerning excess 
earnings to which the offset principle might be applicable to subsidy claims in 
periods subsequent to those covered in the documents mentioned by Congressman 
Gary. 

Finally, it would be greatly appreciated if you could furnish me with a list of 
the airmail payments claimed by carriers, or proposed by CAB or its examiners, 
in the cases referred to by the Congressman, to which you have taken exception. 

It would be appreciated if your reply could be received prior to consideration 
of the appropriation bill, H. R. 8067, in the markup session of our subcommittee. 

With best personal wishes, I remain, 

Sincerely yours, 
H. M. KIcorr. 


OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., June 5, 1954. 
Hon. HARLEY M. KILGORE, 
United States Senate. 
Dear SENATOR KILGORE: My staff informs me that the figure of $85,034,000 does 
represent the totalization of claims previously asserted by the Department in 
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those various proceedings before the Civil Aeronautics Board referred to in your 
letter of inquiry of May 24, 1954. 

I am also informed that additional claims as to excess earnings have been 
or are being asserted by the Department in those same proceedings for other rate 
periods after more complete and detailed data are made available for analyses 
and presentation. These claims involve the past calendar year of 1953 in the 
case of Pan American World Airways and Trans-World Airlines, and the rate 
period commencing December 16, 1950, for Delta Air Lines, as successor in interest 
to Chicago & Southern Air Lines. Our assertions and the related airmail pay 
claims of the carriers, in accordance with your request, are set forth on the basis 
of presently available information in the attachment to this letter of reply. 

Sincerely yours, 
ArTHUR E. SUMMERFIELD, 
Postmaster General 


Additional 
issertions Dy 
Post Office 
Departirent 


Assertion by 
Post Office 
Department 
is referred in 
your letter 


principk 


Delta—Latin American operation rate periods 
Nov. 1, 1946, through Dee. 15, 1950 1 000 2 $654. 000 $200, 000 
Dec. 16, 1950, through Dee. 15, 1951 000 938, 000 
(The above 2 periods relate to Chicago & Southern 
and are involved in the Supreme Court case 
May 1, 1953, through Apr. 30, 1954 6 792, 000 7 954, 000 
Western (Supreme Court case) rate period: May 1, 1944, 
through Dec. 31, 1948 § 3, 917, 361 2 350, 000 
Pan American— Atlantic rate period 
Jan. 1, 1946, through Dee. 31, 1952 71, O89, 000 5, 015, 000 
Jan. 1, 1953, through Dee. 31, 1953 15, 915, 000 1, 800, 000 
TW A—International rate peried 
Feb. 5, 1946, through Dee. 31, 1952 54, 698, 000 2, 158, 000 
Jan. 1, 1953, through Dee. 31, 1953 8, 507, 000 1! 11, 872, 000 
United—Hawaiian operation rate period: Apr. 
through Aug, 7, 1952 2 14, 595, 503 15, 857, 000 
Braniff— Latin American operations rate periods 
June 4, 1948, through Dee. 31, 1953 11, 867, 000 1, 000, 000 
Jan. 1, 1954, through Dee. 31, 1954 12 671,000 


Total 189, 568, 864 35, 034, 000 15, 764, 000 
50, 798, 000 


| 


1 CAB Order E-5793, Oct. 18, 1951, CAB docket No. 2564; reviewed by Supreme Court. 

2 May be increased by tax benefits. In the case of Western, the Supreme Court decision referred to a 
profit of approximately $350,000; Post Office’s brief referred to a profit of $447,000. 

3’ Additional assertion due to $200,000 error in previous computations prepared by CAB rate staff. 

4CAB statement of Tentative Findings and Conclusions, Order E-5385, May 18, 1951, CAB docket No 
2564; later affirmed by CAB Order E-5793, see note 1 above 

§’ Computed from carrier's domestic operation, reported net profit for the year 1951. CAB’s recurrent 
reports; and carrier’s domestic investment as recognized by Board in its order No. E-5869, Nov. 15, 1951, 
docket No. 5144, for Chicago & Southern, domestic operations. 

6 CAB Statement of Provisional Findings and Conclusions, E-7738, Sept. 21, 1953, CAB docket No. 6610, 
Delta, Latin American operations. 

7 Postmaster General's Answer to Board’s Order E-7738 of Sept. 21, 1953, CAB docket No. 6610, see note 
6 above. 

§ CAB Order E-5782, Oct. 12, 1951, CAB docket No. 2870 et al.; reviewed by supreme Court. 

? Initial decision of examiner, Mar. 26, 1954, on the consolidated Transatlantic Final Mail Rate Case, 
CAB Docket No. 1706, et al. 

10 The above figure computed from C AB’s rate staff figures of excess profit of $864,000 for Pan American’s 
Pacific division for 1953, but increased for tax benefits; and without recognition of reported losses on Pan 
American’s Alaska and Latin American divisions totaling a net of $237,000 for the same year 1953. 

1! The above figure computed from CAB’s rate staff figure of TW A’s domestic division, excess profit of 
$5,700,000 for year 1953 but increased for tax benefits. 

12 CAB docket No. 2913—United’s claim, exhibit No. U (United)-3, p. 6, subject to subsequent modifica- 
tions. 

13 Braniff’s reported break-even need, Latin American operation, for period June 4, 1948, through June 
30, 1953, without additional claim for last half of 1953 and without further claims for return on investment 
and related tax allowances for the whole rate period of June 4, 1948, through Dec. 31, 1953. 

4 CAB Statement of Provisional Findings and Conclusions, Order No. E-8354, May 19, 1954, CAB 
Docket No. 2886. Braniff’s Latin American operation. 


Senator Hotianp. If there are no other matters, the committee will 
now adjourn. 

(Whereupon, at 3:48 p. m., Saturday, June 4, 1955, the hearing 
was concluded.) 
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